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REGULATIONS  GOVERNING  APPLICA¬ 
TIONS  UNDER  SECTION  505(a)(1)  OF 
THE  RAILROAD  REVITALIZATION  AND 
REGULATORY  REFORM  ACT  OF  1976 

Title  V  of  the  Railroad  Revitalization 
and  Regulatory  Reform  Act  of  1976  (the 
“Act”)  directs  the  Secretary  of  Trans¬ 
portation  (the  “Secretary”  to  study  the 
rail  transportation  system  and  capital 
needs  of  the  Class  I  railroads  and  cre¬ 
ates  two  programs  to  provide  financial 
assistance  to  the  railroads.  The  Secre¬ 
tary  has  delegated  his  powers  and  duties 
tmder  Title  V,  except  those  contained  in 
section  506(c),  to  the  Administrator  of 
the  Federal  Railroad  Administration 
(the  “Administrator”) . 

The  P^eral  Railroad  Administration 
Is  considering  the  adoption  of  regula¬ 
tions  governing  the  procedures  to  be 
used  in  applying  for  financial  assistance 
imder  section  505(a)  (1)  of  the  Act.  Ap¬ 
plications  for  assistance  xmder  that  sub¬ 
section  for  the  purpose  set  forth  in  sec¬ 
tion  517  of  the  Act,  improvement  of  In¬ 
tercity  rail  passenger  service  on  lines 
owned  by  the  applicant  and  located  out¬ 
side  the  Northeast  Corridor  (as  defined 
in  section  701(c)  of  the  Act),  must  be 
filed  in  accordance  with  these  regula¬ 
tions.  Proposed  regulations  governing 
applications  for  assistance  under  sec¬ 
tion  505(a)(2)  will  be  Issued  under  a 
separate  notice. 

Provisions  of  Act  Having  Bearing  on 
Title  V  Financial  Assistance 
Programs 

Assistance  to  railroads  imder  Title  V 
must  be  viewed  in  light  of  the  overall 
purposes  of  the  Act,  in  particular  “the 
encouragement  of  efforts  to  restructure 
the  [rail]  system  on  a  more  economi¬ 
cally  justified  basis  . . and  the  creation 
of  “financing  mechanisms  that  will  as¬ 
sure  adequate  rehabilitation  and  im¬ 
provement  of  facilities  and  equipment 
. . (section  101(a)  (2)  and  (3),  respec¬ 
tively).  In  its  declaration  of  policy  with 
respect  to  this  legislation.  Congress  gave 
highest  priority  to  (1)  halsmcing  the 
needs  of  carriers,  shippers,  arid  the  pub¬ 
lic,  and  (2)  fostering  competition,  pro¬ 
moting  more  adequate  and  efficient 
transportation  services,  and  increasing 
the  attractiveness  of  investing  in  rail¬ 
roads  and  rail-service-related  enter¬ 
prises  (Section  101(b)).  To  carry  out 
these  purp>oses  and  policies.  Congress 
provided  new  and  revised  merger  pro- 
cedimes,  mandated  a  host  of  studies  to 
ascertain  the  physical  and  financial 
needs  of  the  railroads,  and  established 
two  financial  assistance  programs, 
which  may  be  used  either  separately  or 
in  combination,  to  meet  those  needs  and 
carry  out  its  purposes  and  policies. 


Studies  Required  by  Title  V 

Section  503  requires  that  the  Admin¬ 
istrator  issue  preliminary  classifica¬ 
tions  and  designations  of  main  and 
branch  lines  of  the  Class  I  railroads,  as 
so  designated  by  the  Interstate  Com¬ 
merce  Commission,  within  180  days 
after  enactment  of  the  Act  (which  would 
be  August  3,  1976),  and  final  classifica¬ 
tions  and  designations  within  360  days 
after  enactment  (which  would  be  Janu¬ 
ary  30,  1977).  These  classifications  and 
designations  are  to  be  based  on  the  levrf 
of  usage  of  the  lines  and  their  contribu¬ 
tion  to  the  economic  viability  of  both  the 
railroad  that  controls  them  and  other 
railroads  that  participate  in  traffic 
originating  on  them. 

At  the  same  time  that  the  lines  are 
being  categorized,  section  504  directs  the 
Administrator  to  consider  the  railroads’ 
needs  for  capital  to  rehabilitate  and  im¬ 
prove  their  facilities  through  1985,  and 
to  recommend  the  amoimt  and  type  of 
equity  and  other  financing  needed  and 
the  means  by  which  the  Federal  share, 
if  any,  of  such  financing  should  be  pro¬ 
vided.  These  recommendations,  which 
must  be  transmitted  to  Congress  not 
later  than  July  29,  1977,  are  to  be  based 
on  the  Administrator’s  analysis  of  infor¬ 
mation  supplied  by  the  Class  I  railroads 
concerning  their  deferred  maintenance 
and  delayed  capital  expenditures  as  of 
December  31,  1975,  their  projected  needs 
for  malnteniuice  and  capital  expendi¬ 
tures  through  1985,  Including  the  pro¬ 
jected  sources  of  and  uses  for  the  funds 
required  by  the  railroads  for  their  pro¬ 
jected  programs,  the  classifications  and 
designations  of  lines  imder  section  503, 
and  any  other  information  the  Admin- 
istratcu*  deans  appropriate. 

Title  V  Financial  Assistance  Programs 

Title  V  provides  two  distinct  financial 
assistance  programs,  the  Railroad  Re¬ 
habilitation  and  Improvement  Fund  (the 
“Rail  Fhnd”)  in  section  505  and  the  ob¬ 
ligation  guarantee  fund  in  section  511. 
Section  517  authorizes  the  Administrator 
to  provide  financial  assistance  under  sec¬ 
tions  505  and  511,  in  an  aggregate  sum  of 
up  to  $200  million,  to  any  railroad  or 
railroads  for  the  purpose  of  improving 
intercity  rail  passenger  service  on  any 
lines  of  .such  railroad  or  railroads  which 
are  located  outside  the  Northeast  Cor¬ 
ridor  (as  defined  in  section  701(c)  of  the 
Act). 

A.  Section  511: 

Section  511  authorizes  the  Adminis¬ 
trator  to  guarantee  and  make  commit¬ 
ments  to  guarantee  the  payment  of  the 
principal  balance  of,  and  Interest  on,  ob¬ 
ligations  of  an  applicant  if  the  proceeds 
of  such  obligations  have  been  or  will  be 
used  to  acquire  or  to  rehabilitate  and  im¬ 
prove  facilities  or  equipment,  as  defined 
by  the  Act.  The  aggregate  unpaid  prin¬ 
cipal  amounts  of  obligations  that  may 
be  guaranteed  may  not  exceed  $1  bil¬ 
lion  at  any  one  time.  Applications  for 
such  guarantees  must  be  submitted  in 
accordance  with  rules  prescribed  by  the 


Secretary,  and  they  may  be  approved 
only  when  certain  prerequisites  and  con¬ 
ditions  set  forth  in  the  section  have  been 
met.  Proposed  regulations  governing  the 
applications  tmder  section  511  w-lll  be  is¬ 
sued  separately. 

B.  S^tion  505 : 

The  Rail  Fund  in  section  505  provides 
for  purchase  of  a  railroad’s  redeemable 
preference  shares  (or,  in  the  case  of  a 
bankrupt  railroad,  trustee  certificates) 
with  funds  made  available  to  the  Admin¬ 
istrator  frwn  the  sale  to  the  Secretary 
of  the  Treasury  of  Fund  anticii>atlon 
notes.  The  Secretary  of  the  Treasury  is 
directed,  to  the  extent  of  appropriated 
fimds,  to  purchase  such  notes  until  Sep¬ 
tember  30,  1978,  in  an  amoimt  not  to 
exceed  $6()0  million.  The  Administrator 
has  assessed  the  inflationary  impact  that 
would  result  from  purchase  of  $600  mil¬ 
lion  of  redeemable  preference  shares  and 
has  determined  that  the  potential  for 
stimulating  additional  inflation  is  slight 
and  the  danger  is  outweighed  by  the  need 
to  provide  capital  funds  for  the  rail 
system. 

To  benefit  from  the  studies  of  railroad 
needs  mandated  by  thi  Act,  Congress 
provided  that,  while  railroads  could  ap¬ 
ply.  following  the  promulgation  of  reg¬ 
ulations,  for  assistance  for  any  purpose 
that  the  Administrator  would  approve 
(sectliHi  505(a)(1)),  applications  for 
facilities  rehabilitation  and  improvement 
projects  (section  505(a)(2))  could  not 
be  funded  until  after  completion  of  the 
classification  and  designation  of  rail 
lines  imder  section  503  (January  30, 
1977) . 

The  Administrator  may  approve  an 
application  under  section  505  if  he  de¬ 
termines  that  the  requested  assistance  is 
in  the  public  interest.  In  making  this  de¬ 
termination  the  Administrator  is  di¬ 
rected  to  consider: 

(1)  The  availability  of  funds  from 
other  sources  at  a  cost  which  is  reason¬ 
able  imder  principles  of  prudent  railroad 
management  In  light  of  the  railroad’s 
projected  rate  of  return  for  the  project 
to  be  financed; 

(2)  The  Interest  of  the  public  in  sup¬ 
plementing  other  funds  which  may  be 
available  in  order  to  increase  the  total 
amount  of  funds  available  for  railroad 
financing;  and 

(3)  The  public  benefits  to  be  realized 
from  the  project  to  be  financed  in  rela¬ 
tion  to  public  costs  of  such  financing  and 
whether  the  proposed  project  will  return 
public  benefits  sufficient  to  justify  such 
public  costs. 

The  section  further  directs  the  Admin¬ 
istrator  to  assign  the  highest  priority 
among  applications  which  would  return 
equal  public  benefits  to  those  that  would 
use  the  funds  for  safety  improvements 
and  signals,  including  underpasses  and 
overpasses  at  crossings  at  which  injury 
or  loss  of  life  has  occurred  or  is  likely 
to  occur. 

In  determining  whether  funds  are 
available  from  other  sources  at  a  rea¬ 
sonable  cost,  the  Administrator  will  com¬ 
pare  the  anticipated  rate  of  return  on 
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the  project  itself  to  the  cost  of  any  avail¬ 
able  capital  and  will  evaluate  the  over¬ 
all  financial  strength  of  the  aig>llcant 
in  order  to  assess  the  applicant’s  ability 
to  afford  available  capital.  'The  Admin¬ 
istrator  will  consider  such  factors  as 
the  timing  of  the  anticipated  fiows  of 
costs  and  benefits  from  the  project  com¬ 
pared  to  the  schedule  for  repayment  of 
other  financing  means  as  well  as  any 
terms  governing  repayment  of  capital 
from  sources  other  than  section  505. 
Other  sources  of  funds  that  applicants 
should  explore  include  public  or  private 
placement  of  funded  or  unfimded  debt, 
bank  loans  or  loans  from  shippers  and 
manufacturers,  advances  from  parent 
companies,  sales  of  assets,  and  equity 
financing.  An  additional  factor  the  Ad¬ 
ministrator  will  review  in  deciding 
whether  other  funds  are  available  at  a 
reasonable  cost  is  whether  a  project 
could  be  financed  if  a  guarantee  or  c(Mn- 
mitment  to  guarantee  were  extended 
under  section  511  or  if  sections  505  and 
511  were  used  in  combination.  Applicants 
must  therefore  examine  thoroughly  the 
possibility  of  financing  their  project  in 
whole  or  in  part  with  the  assistance  of 
a  section  511  guarantee  and  must 
demonstrate  that  financing  available  in 
the  private  capital  markets  either  can¬ 
not  be  obtained  at  a  reasonable  rate  of 
Interest  or  is  otherwise  inappropriate  for 
the  project.  Extending  obligation 
guarantees  whenever  possible  will  maxi¬ 
mize  public  benefits  firs^  by  providing 
financial  assistance  for  railroad  projects 
at  the  lowest  cost  to  the  public  and 
second  by  applying  funds  available  un¬ 
der  section  505  to  projects  that  are  in 
the  public  Interest  but  cannot  be  fi¬ 
nanced  at  a  reasonable  rate  of  interest. 
Only  through  the  appropriate  use  of 
assistance  fnxn  both  sections  505  and  511 
can  the  assistance  available  to  the  rail¬ 
roads  through  Title  V  be  maximized. 

In  order  to  assure  that  assistance  is 
provided  in  a  manner  that  best  carries 
out  the  purposes  and  policies  of  the  Act, 
assistance  will  be  provided  for  those  proj¬ 
ects  that  best  serve  to  Increase  the  abili¬ 
ty  of  the  rail  system  to  provide  adequate 
and  efficient  transportation  services, 
rather  than  merely  to  preserve  the  status 
quo.  Therefore,  in  determining  the  ex¬ 
tent  to  which  projects  will  provide  pub¬ 
lic  benefits,  the  highest  priority  will  be 
given  those  projects  that  would  facili¬ 
tate  or  encourage  consolidation  or  coor¬ 
dination  of  rail  facilities  where  econom¬ 
ically  beneficial.  Second  in  order  of  pri¬ 
ority  would  be  projects  that  facilitate 
competition  in  a  major  market  where 
such  competition  is  economically  justi¬ 
fied,  followed  by  projects  that  would  en¬ 
hance  the  applicant’s  ability  to  provide 
essential  passenger  or  freight  service.  In 
assessing  the  eligibility  of  projects,  the 
Administrator  will  consider  the  classifica¬ 
tions  and  designations  made  pursuant 
to  section  503  of  the  Act.  Additionally, 
consideration  will  be  given  to  the  finan¬ 
cial  justification  for  the  project,  its  an¬ 
ticipated  return  on  Investment  and  the 
time  period  in  which  such  return  is 
achieved.  As  required  by  section  505, 
among  projects  having  equal  public  bene¬ 


fits,  priority  will  be  given  to  those  that 
also  provide  safety  improvements  and 
signals. 

C.  Projects  Eligible  for  Assistance  un¬ 
der  Section  505 : 

Section  505(a)  (1)  of  the  Act  permits 
any  railroad,  once  regulations  have  been 
promulgated,  to  apply  for  and  receive 
such  financial  assistance  as  may  be  ap¬ 
proved  by  the  Administrator,  except  that 
aid  for  facilities  rehabihtation  and  im¬ 
provements  may,  imder  section  505(a) 
(2),  be  approved  only  after  rail  lines  will 
have  been  finally  classified  and  desig¬ 
nated  imder  section  503. 

Within  this  framework,  it  is  necessary 
to  delineate  what  projects  constitute  fa¬ 
cilities  rehabilitation  and  improvement 
in  order  to  determine  those  projects  that 
may  be  funded  immediately.  Facilities,  as 
defined  in  section  501(3),  comprise  a 
raih'oad’s  fixed  plant  (its  track,  commu¬ 
nication  and  power  ti'ansmission  systems 
and  machinery,  signals,  terminal  and 
yard  facilities,  shop  and  repair  facilities, 
and  related  structures)  and  the  property 
used  to  move  rolling  stock  over  water. 
Neither  “rehabiUtatiwi”  or  “improve¬ 
ment”  is  defined  in  the  Act,  but  the  Sen¬ 
ate  Commerce  Committee  Report  de¬ 
scribes  such  work  as  “deferred  mainte¬ 
nance.  capital  improvements  heretofore 
delayed  because  of  inadequate  funds  or 
unavailability  of  financing,  and  other 
capital  improvements.”  S.  Rep.  No.  94- 
499,  94th  Cong.,  1st  Sess.  p.  23  (1975). 
Rehabilitation  therefore  is  the  extensive 
repair  and  replacement  of  materials 
needed  to  restore  a  facility  to  the  physi¬ 
cal  condition  necessary  to  provide  ade¬ 
quate  service  when  maintenance  levels 
have  been  so  low  that  the  property  has 
deteriorated  substantially  below  that 
condition.  Repairs  which  would  result  in 
a  condition  superior  to  the  property’s 
most  recent  rehabilitated  or  improved 
condition  are  considered  to  be  an  im¬ 
provement.  Rehabilitation  does  not  in¬ 
clude  ordinary  or  routine  maintenance 
performed  regularly  to  correct  critical 
defects  and  to  make  high  priority  repairs 
or  cyclical  replacement  of  materials 
needed  to  continue  operating  on  track  at 
its  current  track  Class  standard.  Im- 
provemeiit  of  facilities  is  upgrading  of 
fixed  plant  to  a  level  better  than  its  con¬ 
dition  when  rehabilitated.  Examples  of 
improvements  include  installation  of 
welded  or  heavier  weight  rail  or  of 
other  track  components,  a  better  qual¬ 
ity  of  ballast,  better  track  align¬ 
ment  and  surface,  a  better  signal  system, 
upgrading  a  bridge  structure  for  capacity 
or  clearance  purposes,  roadbed  upgrad¬ 
ing,  and  replacement  of  shops  and  service 
facilities. 

The  pairposes  for  which  financial  as¬ 
sistance  would  be  available  under  section 
505(a)  (1)  include  acquisition  of  facilities 
and  construction  of  new  facilities  where 
the  construction  is  not  an  integral  p>art 
of  rehabilitation  or  improvement  of  an 
existing  facility.  In  determining  whether 
a  new  construction  project  will  qualify 
for  assistance  under  section  505(a)(1), 
consideration  will  be  given  both  to  the 
extent  to  which  the  new  facility  would 
increase  the  capacity  of  the  applicant. 


rather  than  replacing  existing  capacity, 
and  to  the  operational  rekitionship  of 
the  new  facility  to  similar  existing  fa¬ 
cilities  on  the  applicant’s  system.  An  ex¬ 
ample  of  a  construction  project  that 
might  receive  financial  assistance  under 
section  505(a)  (1)  would  be  the  building 
of  a  new  line  to  connect  existing  lines  in 
order  to  implement  a  joint  use  of  tracks, 
or  the  building  of  new  facilities  when 
existing  facilities  continue  to  operate  at 
their  normal  capacity.  In  administering 
secton  505(a)(1),  the  Administrator  in¬ 
tends,  consistent  with  the  overall  objec¬ 
tives  of  the  Act  described  above  and  the 
need  to  await  the  results  of  studies  man¬ 
dated  by  the  Act,  to  maximize  the  abil¬ 
ity  of  railroads  to  carry  out  those  proj¬ 
ects  that  will  most  significantly  increase 
the  capability  of  applicants  to  meet  rail 
transportation  service  needs.  It  is  the 
policy  of  the  Administrator  not  to  pro¬ 
vide  assistance  to  prevent  a  railroad  from 
entering  into  reorganization  under  sec¬ 
tion  77  of  the  Bankruptcy  Act  (11  U.S.C. 
295)  except  where  su<^  assistance  is  nec¬ 
essary  to  effectuate  a  merger  or  consoli¬ 
dation  of  facilities.  The  Administrator 
will  approve  financial  assistance  for  reg¬ 
ular  maintenance  of  facilities  only  when 
a  strong  public  interest  justification  for 
such  financing  is  establi^ed  in  accord¬ 
ance  with  the  priorities  discussed  above. 
Although  purchase,  rebuilding,  or  repair 
of  equipment  is  an  eligible  use  of  section 
505(a)(1)  assistance,  the  aw>roval  of 
such  a  project  w’ould  be  contingent  upon 
its  being  sufficiently  in  the  public  interest 
considering  the  cost  of  funds  from  other 
sources  in  light  of  the  projected  rate  of 
return  on  the  project. 

D.  Financing  Agreements: 

If  the  Administrator  approves  an  ap¬ 
plication  under  section  505,  the  section 
requires  that  he  enter  into  an  agreement 
w’ith  the  railroad  to  provide  financing 
in  such  amounts  and  at  such  times  as  ha 
deems  necessary  for  the  project  for  which 
assistance  is  sought.  Ihe  section  also 
provides  that  the  agreement  shall  include 
terms  and  conditions  which  the  Adminis¬ 
trator  deems  necessary  to  assure  that  the 
financing  is  used  for  the  purposes  ap¬ 
proved  by  the  Administrator. 

Financial  assistance  under  section  505 
to  a  railroad  not  in  reorganization  shall, 
according  to  section  305(d)(1),  consist 
of  the  purchase  of  redeemable  preference 
shares  at  par,  as  described  in  section  506. 
When  a  railroad  applying  for  assistance 
Is  in  reorganization  under  section  77  of 
the  Bankruptcy  Act  (11  U.S.C.  205) ,  sec¬ 
tion  505(d)  (2)  (A)  permits  the  Adminis¬ 
trator  to  agree  to  purchase  redeemable 
preference  shares  issued  by  the  railroad 
as  part  of  a  reorganization  plan  ap¬ 
proved  by  the  court  having  jurisdiction 
over  the  railroad. 

The  redeemable  preference  shares 
must  meet  the  conditions  set  forth  in 
section  506.  The  shares  must  be  nonvot¬ 
ing  and  must  be  Issued  at  a  par  value  of 
$10,000.  Redemption  of  principal  of  a 
share  must  begin  not  earlier  than  the 
sixth  nor  later  than  the  eleventh  anni¬ 
versary  of  the  share’s  issuance,  and  must 
be  completed  no  later  than  thirty  years 
after  issuance.  The  dividends  on  a  share 
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begin  to  accrue  cm  the  tenth  anniversary 
after  issuance  of  a  share  and  must  bear 
a  rate  that,  when  principal  and  divi¬ 
dends  are  added  together,  I'etums  over 
the  life  of  the  share  at  least  150  percent 
of  the  redemption  pasmients  on  the  share. 
Installments  of  principal  and  Interest  on 
the  shares  are  to  be  paid  annually  and 
are  to  be  structured  so  that  the  payments 
are  as  level  as  possible.  Within  this 
framewoii:,  the  Administrator  has  dis¬ 
cretion  to  set  the  schedule  for  principal 
redemption  and  the  schedule  and  amount 
of  dividend  pasrments.  In  establishing 
terms  on  the  shares  he  will  set  combi¬ 
nations  of  dividend  and  redemption 
schedules  that  equal  the  cost  of  money  to 
the  government.  He  may,  in  exceptional 
circTimstances,  deviate  from  these  terms 
when  the  public  benefit  from  the  project 
clearly  warrants  a  lower  financial  cost  to 
the  applicant. 

Section  505(d)  (2)  (B)  also  permits  the 
Administrator  to  provide  financial  assist¬ 
ance  to  railroads  in  reorganization  by 
purchasing  from  them  up  to  an  aggre¬ 
gate  amount  of  $100  million  in  trustee 
certificates  issued  pursuant  to  section 
77(c)  (3)  of  the  Bankruptcy  Act  (11 
UJS.C.  205(c)(3)).  Before  such  certifi¬ 
cates  may  be  purchased,  the  section  re¬ 
quires  that  the  Administrator  find  in 
writing: 

(1)  That  such  certificates  cannot  oth¬ 
erwise  be  sold  at  a  reasonable  interest 
rate; 

(2)  That  the  project  can  reasonably  be 
expected  to  be  maintained  as  part  of  a 
financially  self-sustaining  railroad  sys¬ 
tem;  and 

(3)  That  the  probable  value  of  the  as¬ 
sets  of  the  railroad  in  the  event  of  liq¬ 
uidation  provides  reasonable  protection 
to  the  United  States. 

Purpose  op  Proposed  Section  505(a)  (1) 
Regulations 

The  regulatfons  that  are  being  pro¬ 
posed  under  this  notice  establish  the  pro¬ 
cedures  for  ai^llcations  by  railroads  in 
applying  for  financial  assistance  under 
section  505(a)  (1) .  They  set  forth  in  de¬ 
tail  the  form  and  type  of  infonnation 
which  must  be  submitted  in  support  of 
a  request  for  financial  assistance.  They 
do  not,  however,  discuss  other  provisions 
erf  law  to  which  a  railroad  may  be  sub¬ 
ject  if  an  application  is  aiH>roved.  Ap¬ 
plicants  should  note  in  particular  that 
they  must  comply  with  the  provisions  for 
labor  protection  in  section  516  of  the 
Act. 

In  accordance  with  subsection  102(2) 
(e)  of  the  National  Environmental  Pol¬ 
icy  Act  of  1969  (42  n.6.C.  4332)  and 
paragraph  7(g)  of  DOT  Order  No.  5610.- 
IB  (39  PR  35234,  September  30,  1974), 
ttie  Administrator  has  determined  that 
certain  projects  financed  under  section 
005(a)  (1)  will  have  no  signOfioant  envi- 
rmunental  impact  and  has  issued  a  nega¬ 
tive  declaration  for  those  projects.  The 
negative  declaratian  is  available  to  the 
public  upon  request.  P^  projects  that 
involve  a  major  change  in  land  use  or 
a  majen:  Increase  ha  xallroad  related  ac- 
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tivities  in  an  area,  assessments  of  envi¬ 
ronmental  impact  must  be  prepared. 

If  an  application  is  iqiproved  and  re¬ 
deemable  preference  shares  are  pur¬ 
chased  by  the  Administrator,  the  railroad 
will  become  subject  to  the  civil  rights 
provisions  of  section  905  of  the  Act  and 
to  any  other  ai^licable  laws. 

Ihe  Federal  Railroad  Administration 
wishes  to  encourage  public  participation 
in  the  development  of  these  regulations. 
AcccHxiingly,  on  June  11,  1976  from  9 
ajn.  imtil  12:30  pjn.,  a  public  meeting 
will  be  held  in  Room  435,  800  Independ¬ 
ence  Avenue  SW.,  Washington,  D.C,  at 
which  the  Administrator  will  discuss  the 
interpretation  and  administration  of  sec¬ 
tion  505,  and  the  regulations  proposed 
in  this  notice.  The  purpose  of  the  meet¬ 
ing  is  to  explain  tiie  Federal  Railrocul 
Administration’s  interpretation  of  the 
Act  and  to  answer  questions  on  the  reg¬ 
ulations.  The  agenda  for  this  meeting  is 
as  follows: 

9  a.m _  Discussion  ot  the  relation¬ 

ship  of  section  606  to 
other  provisions  in  the 
Railroad  Revitalization 
and  Regulatory  Reform 
Act  of  1976. 


9:30  a  m _  Explanation  of  section  606. 

Discussion  of  proposed 
regulations  for  section 
605. 

10  a  m.. .  Panel;  Question  and  An¬ 


swer  Bession  to  include 
the  following  topics: 
Eligible  projects  and  ap¬ 
plicants.  Factors  deter¬ 
mining  approval  or  re¬ 
jection  of  applications. 
Information  required  in 
an  application.  Terms  of 
redeemable  preference 
shares. 

Any  interested  persons  or  organiza¬ 
tions  are  Invited  to  attend  this  meeting. 
Questions  that  interested  parties  wish 
to  have  answered  at  the  meeting  may 
be  submitted  in  advance  to  the  Acting 
Associate  Administrator,  Federal  As¬ 
sistance,  Federsd  Railroad  Administra¬ 
tion,  400  7th  Street,  SW.,  Washington, 
D.C.  20590.  Other  questions  raised  by 
members  of  the  audience  will  also  be 

In  addition  to  the  public  meeting,  any 
person  or  organization  may  participate 
by  submitting  written  data,  views,  or 
comments  to  the  Office  of  Chief  Counsel, 
Federal  Railroad  Administration,  400 
Seventh  Street,  SW.,  Washington,  D.C. 
20590.  All  material  received  on  or  before 
July  1,  1976,  will  be  considered  by  the 
Federal  Railroad  Administration  before 
taking  final  action  on  the  proposed  regu¬ 
lations.  All  comments  received  will  be 
available  for  examination  at  any  time 
during  regular  working  hours  In  Room 
5101,  Nassif  Building,  400  Seventh 
Street,  SW„  Washington,  D.C.  The  pro¬ 
posals  contained  in  this  notice  may  be 
changed  in  light  of  comments  received. 

In  consideration  of  the  foregoing,  it 
is  proposed  to  amend  Chapter  n  of  Title 
49  of  the  Code  of  Federal  Regulations 
by  adding  a  new  Part  258  as  foUows: 


PART  258 — REGULATIONS  GOVERNING 
APPLICATIONS  UNDER  SECTION  505 
^)(1)  OF  THE  RAILROAD  REVITAUZA- 
TION  AND  REGULATORY  REFORM  ACT 
OF  1976 

Sec. 

268.1  Applicability. 

268.3  Definitions. 

268.6  Eligibility. 

268.7  Form  and  content  of  application. 

268.9  Required  exhibits. 

268.11  Preapplication  and  application  pro¬ 
cedure. 

268.13  General  Instructions. 

268.16  Record,  audit,  and  examination. 

258.17  Information  reqeusts. 

268.19  Waivers  and  modifications. 

Authoritt:  Railroad  Revitalization  and 
Regulatory  Reform  Act  of  1976,  Pub.  L.  94- 
210;  the  Department  of  Tranq;>ortatlon  Act, 
49  UJS.C.  1661  et  seq..  Regulations  of  the 
Office  of  the  Secrete^  of  Transportation, 
49CTR  1.49(u). 

§  258.1  Applicability. 

This  part  prescribes  the  guidelines 
and  procedures  governing  ai^lications 
by  railroads  for  financial  assistance  pur¬ 
suant  to  section  505(a)(1)  of  the  Rail¬ 
road  Revitalization  and  Regulatory  Re¬ 
form  Act  of  1976.  These  guidelines  and 
procedures  also  govern  applications  for 
assistance  for  the  purpose  set  forth  in 
section  517  of  that  Act,  improvement  of 
intercity  rail  passenger  sendee  on  lines 
owned  by  the  applicant  and  located  out¬ 
side  the  Northeast  Corridor  as  defined 
in  section  701(c)  of  that  Act. 

§  258.3  Definitions. 

As  used  in  this  part: 

(a)  “Act”  means  the  Railroad  Revi¬ 
talization  and  Regulatory  Reform  Act 
of  1976  (Pub.  L.  94-210,  February  5, 
1976) . 

(b)  “Administrator”  means  the  Fed¬ 
eral  Railroad  Administrator,  or  his 
delegate. 

(c)  “Applicant”  means  any  railroad 
that  submits  an  application  for  finan¬ 
cial  assistance  pursuant  to  this  part. 

(d)  “Commission”  means  the  Inter¬ 
state  Commerce  Commission. 

(e)  “Equipment”  means  any  type  of 
new  or  rebiiilt  standard  guage  locomo¬ 
tive,  caboose,  or  general  service  railroad 
freight  car  the  use  of  which  is  not  lim¬ 
ited  to  any  specialized  purpose  by  par¬ 
ticular  equipment,  design,  or  other 
features,  or  any  other  type  of  car  desig¬ 
nated  by  the  Administrator  upon  a 
written  finding  that  such  designation 
is  consistent  with  the  purposes  of  the 
Act.  General  service  railroad  freight  car 
includes  a  boxcar,  gondola,  open- top  or 
covered  hopper  car,  and  flatcar. 

(f)  “Faculties”  means: 

(1)  Track,  roadbed,  and  related 
structures,  including  raU,  ties,  ballast, 
other  track  materials,  grading,  tunnels, 
bridges,  trestles,  (mlverts,  elevated 
s$ructuree,  stations,  office  buttdings  used 
for  operating  purposes  only,  repair 
shops,  enginehouses,  and  publio  tm- 
provemento  used  or  usable  for  raU 
service  operations ; 

(2)  Communication  and  power  trans¬ 
mission  systems,  including  electronic, 
microwave,  wireless,  oimimunication,  an(i 
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automatic  data  processing  systems,  elec¬ 
trical  transmission  systems,  powerplants, 
power  transmission  systems,  powerplant 
machinery  and  equipment,  structures, 
and  facilities  for  the  transmission  of 
electricity  for  use  by  railroads; 

(3)  Signals,  including  signals  and  In¬ 
terlockers; 

(4)  Terminal  or  yard  facilities,  in¬ 
cluding  traller-on-flat-car  and  con- 
talner-on-flat-car  terminals,  express  or 
railroad  terminal  and  switching  facili¬ 
ties,  and  services  to  express  companies 
and  railroads  and  their  shippers,  includ¬ 
ing  ferries,  tugs,  carfloats,  and  related 
shoreslde  facilities  designed  for  the 
transportation  of  equipment  by  water;  or 

(5)  Shop  or  repair  facilities  or  any 
other  property  used  or  capable  of  being 
used  In  rail  freight  transportation  serv¬ 
ices  or  in  connection  with  such  services 
or  for  originating,  terminating,  improv¬ 
ing,  and  expediting  the  movement  of 
equipment. 

(g)  “Including”  means  including  but 
not  limited  to. 

(h)  “Project”  means  the  p\irpose  for 
which  the  applicant  seeks  financial  as¬ 
sistance  under  this  part,  including  ac¬ 
quisition  or  maintenance  of  facilities  or 
equipment,  rehabilitation  or  improve¬ 
ment  of  equipment,  and  new  construc¬ 
tion  of  facilities  where  such  construc¬ 
tion  is  not  an  Integral  part  of  rehabili¬ 
tation  or  improvement  of  existing 
facilities. 

(i)  “Railroad”  means  a  common  car¬ 
rier  by  railroad  or  express  as  defined  in 
section  1(3)  of  Part  I  of  the  Interstate 
Commerce  Act  (49  U.S.C.  1(3)),  and 
includes  the  National  Railroad  Passen¬ 
ger  Corporation  and  the  Alaska  Railroad. 

(j)  “Railroad  in  reorganization” 
means  a  railroad  being  reorganized 
under  section  77  of  the  Bankruptcy  Act 
(11U.S.C.  205). 

(k)  “Redeemable  preference  shares” 
means  shares  acquired  by  the  Adminis¬ 
trator  under  section  505(d)  of  the  Act 
that  conform  to  the  requirements  set 
forth  in  section  506  of  the  Act. 

(l)  “Trustee”  means  the  trustee,  or 
trustees  if  more  than  one  trustee  has 
been  appointed,  of  a  railroad  in  re¬ 
organization. 

(m)  “Trustee  certificates"  means  cer¬ 
tificates  Issued  under  section  77(c)  (3)  of 
the  Bankruptcy  Act  (11  U.S.C.  205 
(c)(3)). 

§  258.5  Eligibility. 

Any  railroad  may  apply  to  the  Ad¬ 
ministrator  imder  section  505(a)(1)  for 
such  financial  assistance  as  the  Admin¬ 
istrator  may  approve,  except  financial 
assistance  for  facilities  rehabilitation 
and  improvement. 

§  258.7  Form  and  content  of  applica¬ 
tion. 

(a)  Each  application  shall  include,  in 
the  order  Indicated  and  Identified  by 
applicable  section  numbers  and  letters 
corresponding  to  those  used  in  this  part, 
the  following  Information: 

(1)  Full  and  correct  name  and  princi¬ 
pal  business  address  of  the  applicant; 

(2)  Date  of  applicant’s  incorporati^ 
and  name  of  the  govemmoit,  state,  or 


territory  under  the  laws  of  which  it  was 
incorporated  or  organized.  If  applicant 
is  a  trustee,  the  name  and  address  of 
the  reorganization  court  under  the  direc¬ 
tion  of  which  the  applicant  is  acting,  and 
the  docket  number  of  the  proceeding; 

(3)  Name,  title,  and  address  of  the 
person  to  whom  correspondence  regard¬ 
ing  the  application  should  be  addressed; 

(4)  Detailed  description  of  the  amount 
and  timing  of  financial  assistance  that  is 
being  sought  and  its  purpose  or  purposes, 
including: 

(A)  Total  amount  of  financing  being 
requested,  date  or  dates  on  which  ap¬ 
plicant  desires  to  have  the  funds  made 
available  and  schedule  according  to 
which  applicant  desires  to  redeem  prefer¬ 
ence  shares  purchased  pursuant  to  this 
part  and  make  dividend  pasmients  there¬ 
on; 

(B)  Any  part(s)  or  sub-part(s)  into 
which  the  project  may  reasonably  be  di¬ 
vided,  and  the  priority  and  schedule  of 
financial  assistance  needed  for  such 
part(s)  or  sub-part(s) ; 

(C)  Estimated  rate  of  return  on  the 
project  calculated  by  determining  the 
discount  rate  for  which  the  present  value 
of  the  benefits  associated  with  and  over 
the  life  of  the  project  equals  the  present 
value  of  the  costs  associated  with  and 
over  the  life  of  the  project.  The  detailed 
stream  of  project  costs  (including  any 
Increase  in  labor  costs  that  will  result 
from  the  labor  protection  arrangements 
required  by  section  516  of  the  Act)  and 
project  benefits  used  to  calculated  the 
rate  of  return,  and  a  statement  of  the 
assumptions  and  bases  for  calculations 
behind  each  of  the  items  of  the  detailed 
streams  must  be  provided;  and  in  esti¬ 
mate  of  the  impact  of  the  project  on  ap¬ 
plicant’s  corporate  rate  of  return  for 
the  year  in  which  the  project  is  sched¬ 
uled  to  be  completed  and  for  each  of  the 
five  years  thereafter,  with  supporting 
data  showing  the  assumptions  behind 
and  the  manner  in  which  such  corporate 
rate  of  return  was  calculated; 

(D)  Evaluation  of  the  expected  Impact 
of  the  project  on  the  applicant’s  ability 
to  provide  essential  rail  services;  and 

(E)  Statwnent  of  whether  the  project 
'involves  another  railroad,  through  joint 
execution,  coordination  or  otherwise;  if 
so,  description  of  the  relative  particlpa- 
tl(m  of  applicant  and  such  other  railroad, 
including  statement  of  financing  ar¬ 
rangements  of  each  participant,  portion 
of  the  work  to  be  performed  by  each, 
and  contemplated  level  of  usage  of  the 
equipment  or  facility  by  each  participant 
when  the  work  is  completed; 

(5)  Pull  and  complete  statement,  to¬ 
gether  with  supporting  evidence,  of  how 
public  benefits  to  be  realized  from  the 
project  will  justify  public  costs.  Public 
benefits  include  providing  essential 
freight  or  passenger  services  at  safe  and 
adequate  levels,  decreased  costs  of  serv¬ 
ice  through  joint  use  of  tracks  or  co- 
ordinatimi  between  carriers,  mergers, 
consolidations,  and  improved  economic 
efBciency  and  productivity; 

(6)  Statement  as  to  how  the  project 
will  contribute  to  or  enhance  the  safe 
operation  of  the  railroad,  considering 


such  factors  as  the  occupational  safety 
and  health  of  employees  and  the  im¬ 
provement  of  physical  or  other  condi¬ 
tions  that  have  caused  or  may  cause  seri¬ 
ous  injury  or  loss  of  life  to  the  public  and 
to  users  of  the  railroad’s  services; 

(7)  Statement  as  to  whether  applicant 
can  secure  the  necessary  fimds,  in  whole 
or  in  part,  from  any  other  public  or  pri¬ 
vate  source.  Including  shippers,  affiliated 
companies,  or  through  the  guarantee  or 
commitment  to  guarantee  obligations 
under  section  511  of  the  Act,  and,  if  so, 
upon  what  terms.  If  the  necessary  funds 
cannot  be  secured  elsewhere,  a  statement 
as  to  the  efforts  which  have  been  made 
to  secure  such  funds,  the  reasons  for  the 
failure  to  secure  funds  elsewhere,  and 
full  details  of  all  negotiations  under¬ 
taken; 

(8)  Statement  as  to  whether  any  rail¬ 
road  affiliated  with  applicant  or  any 
railroad  which  will  be  involved  with  ap¬ 
plicant  in  the  project  has  applied  for,  In¬ 
tends  to  apply  for,  or  has  received  assist¬ 
ance  under  Title  V  of  the  Act.  If  such 
railroad  has  applied,  intends  to  apply,  or 
has  received  such  assistance,  full  partic¬ 
ulars  should  be  given; 

(9)  Detailed  statement  as  to  whether 
the  project  will  involve  a  major  change 
in  land  use  or  will  result  in  a  major 
change  in  the  intensity  of  railroad  re¬ 
lated  activities  on  existing  corridors  or 
at  other  locations,  and,  if  so,  assessment 
of  the  imijact  of  the  rffeject  on  the  en¬ 
vironment,  including: 

(A)  Description  of  the  environment  in 
the  area  of  the  project  before  conunence- 
ment  of  such  project,  tt^ether  with 
statement  of  other  Federal  activities  in 
the  area; 

(B)  Statement  of  population  and 
growth  characteristics  of  area  and  of 
any  population  and  growth  assiunptions 
made  by  applicant  in  planning  the  proj¬ 
ect.  Such  statement  should  use  the  rates 
of  growth  in  the  projection  compiled  for 
the  Water  Resources  Coimcil  by  the  Bu¬ 
reau  of  Economic  Analysis  of  the  Depart¬ 
ment  of  Commerce  and  the  Economic 
Research  Service  of  the  Department  of 
Agriculture; 

(C)  Statement  of  the  project’s  rela¬ 
tionship  to  proposed  land  use  plans,  poli¬ 
cies,  and  controls  of  affected  communi¬ 
ties.  Where  the  project  is  inconsistent 
with  any  such  plans,  policies,  or  controls, 
the  statement  should  describe  and  ex¬ 
plain  the  reasons  for  such  inconsistency 
in  detail; 

.  (D)  Statement  of  tlie  positive  and 
negative  effects  of  the  project  on  the 
environment.  Including  effects  on  air  and 
water,  soil  quality,  and  noise  level; 

(E)  Statement  of  relationship  to  any 
applicable  Air  Quality  Implementation 
Plan  under  the  Clean  Air  Act  (42  U.S.C. 
1857) ; 

(F)  Description  of  any  alternatives  to 
the  project; 

(G)  Discussion  of  problems  and  objec- 
tons  raised  by  other  Federal,  State  or 
local  agencies,  and  citizens; 

(H)  Statement  of  the  relationship  be¬ 
tween  local  short-term  uses  of  the  en¬ 
vironment  by  the  project  and  the  long-  , 
tmn  effects  on  the  environment;  and 
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(I)  Statement  of  an3^  irreversible  or 
irretrievable  commitments  of  resources, 
including  impact  on  public  parks,  recrea¬ 
tional  areas,  wildlife  refuges,  historic 
sites,  and  similar  areas  referenced  in 
section  4(f)  of  the  Department  of  Trans¬ 
portation  Act; 

(10)  Statement  of  the  estimated  eco¬ 
nomic  impact  of  the  project  on  the  rail¬ 
road’s  employees,  including  affected 
seniority  districts  and  number  of  affected 
employees,  and  copy  of  the  transmittal 
letter  submitting  such  Information  to  the 
representatives  of  applicant’s  employees, 
together  with  statement  of  the  status  of 
negotiations  between  applicsant  and  rep¬ 
resentatives  of  its  employees  for  labor 
protection  arrangements  required  by  sec¬ 
tion  516  of  the  Act;  and 

(II)  Any  other  information  which  the 
Administratm*  may  deem  necessary  con¬ 
cerning  an  application  filed  under  this 
part. 

(b)  When  applicant  is  a  trustee  and 
the  form  of  proposed  assistance  is  pur¬ 
chase  by  the  Administrator  of  trustee 
certificates,  the  application  shall  provide 
all  of  the  information  required  in  para- 
gnqih  (a)  above,  and  in  addition  shall 
provide: 

(1)  Statement  (m  behalf  of  the  trustee, 
together  with  supporting  evidence,  that 
such  certificates  cannot  otherwise  be  sold 
at  a  reasonable  rate  of  Interest; 

(2)  Pull  and  complete  statement,  to¬ 
gether  with  supporting  evidence,  demon¬ 
strating  that  the  project  can  reason¬ 
ably  be  expected  to  be  maintained  as  a 
part  of  a  financially  self-sustaining  rail¬ 
road  system;  and 

(3)  F\ill  and  complete  statement,  to¬ 
gether  with  supporting  evidence,  that  the 
probable  value  of  the  assets  of  the  rail¬ 
road  in  the  event  of  liquidation  provides 
reasonable  protection  to  the  United 
States. 

§  258.9  Required  exhibits. 

ITiere  shall  be  filed  with  and  made  a 
part  of  each  application  and  copy  thereof 
the  following  exhibits,  except  that  ex¬ 
hibits  filed  with  and  made  a  part  of  any 
related  application  filed  with  the  Admin¬ 
istrator  imder  sections  505(a)  (2)  or  511 
of  the  Act  may  be  Incorporated  in  and 
made  part  of  the  application  filed  under 
this  Part  by  reference.  While  an  applica¬ 
tion  is  pending,  when  an  applicant  re¬ 
ceives  actual  figures  for  the  pro  forma 
statements  required  in  Exhibits  L,  O,  R, 
and  S,  it  must  promptly  report  those  ac¬ 
tual  figures  to  the  Administrator  in  the 
form  required  in  the  appropriate  exhibit. 

(a)  Exhibit  A  (with  the  original  appli¬ 
cation  only) :  Copy  of  applicant’s  charter 
or  articles  of  incorporation,  with  amend¬ 
ments  to  date,  and  copy  of  by-laws,  with 
amendments  to  date,  duly  certified  by  the 
appropriate  public  officer;  if  applicant  is 
a  trustee,  copy  of  duly  certified  order 
of  the  court  authorizing  the  bankruptcy 
proceeding  and  appointing  the  trustee. 

(b)  Exhibit  B:  (1)  C<mie6  of  all  resolu¬ 
tions  of  directors  authorizing  the  issu¬ 
ance  of  redeemable  preference  shares; 

(2)  If  the  charter  or  by-laws  require 
i^qiroval  by  stockholders,  copies  of  re- 
scdatkms  of  stockholders  authorizing 


such  issuance,  and  copies  of  the  minutes 
of  the  meetings  at  which  those  resolu¬ 
tions  were  adopted; 

(3)  Copies  of  resolutions  of  stockhold¬ 
ers  or  directors,  or  duly  authorized  com¬ 
mittee  thereof,  authenticated  by  a  proper 
officer  of  applicant,  designating  by  name 
and  for  that  purpose  the  executive  offi¬ 
cer  by  whom  the  application  is  signed, 
verified,  and  filed  on  behalf  of  the  appli¬ 
cant;  and 

(4)  If  applicant  is  a  trustee,  a  certi¬ 
fied  copy  of  the  order  of  the  court  hav¬ 
ing  Jurisdiction  authorizing  the  sale  of 
trustee  certificates  or  redeemable  pref¬ 
erence  shares  and  the  filing  of  the  ap¬ 
plication.  All  documents  required  by  this 
exhibit  must  be  certified  by  the  appropri¬ 
ate  officer  of  the  applicant. 

(c)  Exhibit  C:  Opinion  of  counsel  that 
he  is  familiar  with  the  corporate  powers 
of  the  applicant  and  that  the  aimlicant 
is  authorized  to  make  the  application 
and  to  execute  and  deliver  the  redeem¬ 
able  preference  shares.  Such  opinion 
shall  also  cover  the  priority  of  such 
shares. 

(d)  Exhibit  D:  Map  of  applicant’s  ex¬ 
isting  railroad  with  location  of  project 
indicated,  if  sqiproprlate. 

(e)  Exhibit  E:  (1)  Statement  showing 
miles  of  line  owned,  leased,  operated,  and 
maintained; 

(2)  Number  of  locomotive  units  owned 
or  leased  in  five  year  age  Increments,  by 
service  type  (road,  road-switches,  and 
switch)  and  hors^xjwer; 

(3)  Number  of  freight  cars  owned  or 
leased  in  five  year  age  Increments,  by 
service  type  and  capacity;  niunber  and 
age  of  passenger  cars  in  service  owned  or 
leased,  excluding  cars  used  for  commuter 
service;  and 

(4)  Top  ten  principal  commodities  car¬ 
ried  ranked  by  tons. 

(f)  Exhibit  F:  Statement  showing  to 
tlie  latest  available  date  but  in  any  event 
to  a  date  no  less  recent  than  the  end  of 
the  second  month  preceding  the  date  of 
filing  of  the  application: 

(1 )  Maximum  number  of  miles  of  track 
under  slow  orders  and  ratio  of  such  track 
to  total  track  miles  of  applicant  for  each 
month  of  the  last  three  years  and  the 
current  calendar  year; 

(2)  Maximiim  nmnber  of  locomotive 
\mits  out  of  service  during  each  month 
due  to  business  conditions,  maximum 
niunber  of  locomotive  units  out  of  service 
during  each  month  due  to  mechanical  de¬ 
fects,  and  ratio  of  aggr^ate  of  such  loco¬ 
motive  units  to  total  ownership  monthly 
for  each  of  the  last  three  calendar  years 
and  the  ciurent  calendar  year;  and 

(3)  Maximum  niunber  of  freight  cars 
out  of  service  due  to  business  conditions 
during  each  month  and  maximum  num¬ 
ber  of  frei^t  cars  out  of  service  due  to 
mechanical  defects  during  each  month, 
and  ratio  of  aggregate  of  such  cars  to 
total  niunber  of  freight  cars  owned  by 
applicant  monthly  for  each  of  the  last 
three  calendar  years  and  the  current  cal¬ 
endar  year. 

(g)  Exhibit  G:  A  copy  of  applicant's 
general  balance  sheet  as  of  a  date  no  less 
recent  than  the  end  of  the  second  month 
preceding  the  date  of  filing  of  the  appli¬ 


cation,  in  account  form  and  detail  as  re¬ 
quired  in  schedule  200  of  the  Ccunmis- 
sion’s  annual  report  R-1  or  R-2,  as  ap¬ 
propriate,  together  with  the  following 
schedules: 

(1)  Particulars  of  account  704,  loans 
and  notes  receivable  in  form  and  detail 
as  required  in  schedule  201  of  annual  re¬ 
port  R-1  for  the  Class  I  railroads,  and  in 
similar  form  for  the  Class  n  r^lroads 
except  that  for  Class  n  railroads  loans 
and  notes  receivable  that  are  each  less 
than  $25,000  may  be  combined  into  a 
single  amount; 

(2)  Particulars  of  investments  in  affil¬ 
iated  companies  and  other  Investments 
in  foim  and  detail  as  required  in  Sched¬ 
ules  205  and  206  of  annual  report  R-1,  or 
Schedules  1001  and  1002  of  R-2,  as  ap¬ 
propriate; 

(3)  Particulars  of  balances  in  accounts 
741,  Other  Assets,  and  743,  Other  De¬ 
ferred  Charges,  in  form  and  detail  re¬ 
quired  by  schedule  216  of  annual  report 
R-1  or  schedule  1703  of  annual  report 
R-2,  as  appropriate; 

(4)  Particulars  of  loans  and  notes  pay¬ 
able  in  form  and  detail  required  in 
.schedule  223  of  annual  report  R-1,  or 
schedule  1701  of  R-2,  as  appropriate,  as 
well  as  information,  as  to  bank  loans, 
including  the  name  of  the  bank,  date  and 
amount  of  the  original  loan,  current  bal¬ 
ance,  maturities,  rate  of  Interest,  and 
security,  if  any;  (5)  Particulars  of  long¬ 
term  debt  in  form  and  detail  required  in 
schedules  218  and  219  of  annual  report 
R-1  or  schedules  670,  696,  901,  902  and 
1702  of  annual  report  R-2,  as  appro¬ 
priate,  together  with  a  brief  statement 
concerning  each  mortgage,  pledge,  and 
other  lien,  indicating  the  property  or 
securities  encumbered,  the  'mortgage 
limit  per  mile,  if  any,  and  particulars 
as  to  priority; 

(6)  Particulars  of  balance  in  account 
784,  Other  Deferred  Credits,  in  form 
and  detail  as  required  in  schedule  225  of 
annual  report  R-1  or  schedule  1704  of 
annual  report  R-2,  as  appropriate;  and 

(7)  Particulars  as  to  capital  stock  in 
form  and  detail  as  requireil  in  schedules 
228,  229,  and  230  of  annual  report  R-1 
or  schedule  690  in  R-2,  as  appropriate. 

(h)  Exhibit  H:  Statement  showing 
comparative  balance  sheets  as  of  Decem¬ 
ber  31  for  each  of  the  five  years  preced¬ 
ing  the  year  in  which  the  application  is 
filed,  in  account  form  and  detail  as  re¬ 
quired  In  schedule  200  of  annual  report 
R-1  or  R-2,  as  appropriate. 

(1)  Exhibit  I:  Copy  of  applicant’s  re¬ 
port  to  its  stockholders,  together  with 
statement  of  total  dividends  declared 
and  total  dividends  paid,  for  each  of  the 
past  five  years  and  for  the  calendar  year 
to  date  and  particulars  as  to  contingent 
assets  and  liabilities  if  not  Included  in 
such  report;  if  apllcant  is  part  of  a  hold¬ 
ing  company,  the  Annual  Report  filed 
pursuant  to  section  13  or  15(a)  of  the 
Securities  Exchange  Act  of  1934  (Form 
10-K  or  12-K)  as  required  by  the  Se¬ 
curities  and  Exchange  Commission  of 
applicant  or  of  its  parent  company, 
whichever  company  files  such  form  for 
each  of  the  five  years  preceding  the  year 
in  which  the  application  is  filed. 
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(j)  Exhibit  J:  Comparative  income 
statement  for  each  of  the  twelve  months 
preceding  the  date  of  the  balance  sheet 
in  Exhibit  t).  in  account  form  similar  to 
that  required  in  column  (a)  of  schedule 
300  of  of  annual  report  R-1  or  R-2  as 
apinx^riate. 

(k)  Exhibit  K:  Comparative  income 
statement  showing  data  for  each  of  the 
last  five  years  preceding  the  year  in 
which  the  application  is  filed  in  account 
form  and  detail  similar  to  that  required 
in  column  (a)  of  schedule  300  of  annual 
report  R-1  or  R-2,  as  appropriate. 

(l)  Exhibit  L:  Pro  forma  income 
statement  showing  estimated  income  ac¬ 
count  for  each  of  the  months  remaining 
in  the  -calendar  year  after  those  months 
reported  in  the  incwne  statement  in  Ex¬ 
hibit  J  and  for  each  quarter  of  the  four 
subsequent  years  both  before  and  after 
giving  effect  to  the  proceeds  of  the  as¬ 
sistance  requested  in  the  application,  in 
accoimt  form  and  detail  similar  to  that 
required  in  column  (a)  of  schedule  300  of 
annual  report  R-1  or  R-2,  as  appropri¬ 
ate,  together  with  a  statement  setting 
forth  the  basis  for  such  estimates. 

(m)  Exhibit  M:  Comparative  state¬ 
ment.  as  of  a  date  no  less  recent  than 
two  months  preceding  the  filing  of  the 
the  application,  of  total  expenditures 
for  maintenance  of  (1)  way  and  stiaic- 
tures  and  (2)  equipment  for  each  of  the 
preceding  twelve  months  with  the  in¬ 
formation  separated  between  capital 
and  operating  expenses  in  accordance 
with  the  accounting  rules  in  the  Com¬ 
mission’s  Uniform  System  of  Accounts. 

(n)  Exhibit  N:  Comparative  state¬ 
ment  of  total  expenditures  for  mainte¬ 
nance  of  (1)  way  and  structures  and  (2) 
equipment  for  each  of  the  five  years 
preceding  the  filing  of  the  application, 
with  the  information  separated  between 
capital  and  operating  expenses  in  ac¬ 
cordance  with  the  accounting  rules  in 
the  Commission’s  Uniform  System  of  Ac¬ 
counts. 

(o)  Exhibit  O:  Pro  forma  compar‘='tive 
statement  of  total  expenditures  for 
maintenance  of  (1)  way  and  structures 
and  (2)  equipment  monthly  for  each  of 
the  months  remaining  after  the  state¬ 
ment  furnished  in  Exhibit  M  of  the 
calendar  year  in  which  the  application 
is  filed  and  quarterly  for  each  of  the 
four  calendar  years  subsequent  thereto, 
with  the  information  separated  between 
capital  and  operating  expenses  in  ac¬ 
cordance  with  the  accounting  rules  in 
the  Commission’s  Uniform  System  of  Ac¬ 
counts  both  before  and  after  giving  effect 
to  any  funds  requested  in  the  applica¬ 
tion  and  including  a  statement  showing 
the  basis  for  such  estimates. 

(p)  Exhibit  P:  Statement  of  changes 
in  flnancial  t>osition  for  each  of  the  last 
five  years  preceding  the  year  in  which 
the  application  is  filed,  in  account  form 
and  detail  required  in  schedule  309  of 
annual  report  R-1  for  Class  I  railroads 
and  In  similar  form  and  detail  for  Class 
II  railroads. 

(q)  Exhibit  Q:  Statement  of  changes 
in  financial  position  for  the  twelve 
months  preceding  the  date  of  the  In¬ 
come  statement  furnished  in  Elxhiblt  J, 
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in  account  form  and  detail  required  in 
.schedule  309  of  annual  report  R-1  for 
Class  I  railroads  and  in  similar  form  and 
detail  for  Class  n  railroads. 

.(r)  Exhibit  R:  Pro  forma  statement  of 
changes  in  financial  position  for  each  of 
the  foim  calendar  years  following  the  fil¬ 
ing  of  the  application,  both  before  and 
after  giving  effect  to  any  funds  i-equested 
in  the  application  and  including  a  state¬ 
ment  showing  the  bases  for  such  esti¬ 
mates,  in  account  form  and  detail  as  re¬ 
quired  in  schedule  309  of  the  annual  re¬ 
port  R-1  for  Class  I  railroads  and  in 
similar  form  and  detail  for  Class  II  rail¬ 
roads. 

(s)  Exhibit  S:  Statement  showing  ac¬ 
tual  beginning  cash  balance,  cash  re- 
ceit>ts.  cash  disbursements,  and  ending 
cash  balance  for  each  month  of  the 
twelve  month  period  preceding  the  month 
in  which  the  application  is  made,  to¬ 
gether  with  a  monthly  forecast,  both  be¬ 
fore  and  after-  giving  effect  to  the  use  of 
the  funds  requested  in  the  application, 
for  the  balance  of  the  current  year  after 
the  application  date  and  the  year  subse¬ 
quent  thereto. 

(t)  Exhibit  T:  If  the  application  is  with 
respect  to  equipment  to  rehabilitated, 
improved,  maintained,  or  acquired,  a 
statement  indicating  niunber  of  units 
and  in-service  or  out-of -service  status 
and,  if  appropriate: 

(1)  For  locomotives,  service  type,  age, 
size,  horsepower,  name  of  builder,  de- 
•scriptlon  of  work,  and  imit  cost  of  pro- 
ix)sed  work:  and 

(2)  For  freight  cars  or  intermodal 
equipment,  information  as  to  service  tsme 
(box,  gondola,  flat,  etc.),  age.  capacity, 
description  of  work,  and  unit  costs  of 
proposed  work. 

Such  statement  shall  show  the  total  cost 
of  the  project  and  distribution  of  such 
cost  by  primary  accoimts  of  the  Com¬ 
mission’s  Uniform  System  of  Accounts 
separated  where  applicable  between  ma¬ 
terial  and  labor,  the  ownership  of  all 
equipment  which  is  the  subject  of  the 
project,  and' the  dates  on  which  work  is 
to  be  commenced  or  completed.  Direct 
labor  and  material  costs  and  anj'  appli¬ 
cable  overhead  exi>enses  that  are  in¬ 
cluded  in  the  total  cost  of  the  project 
should  be  shown  separately  and  identi¬ 
fied. 

(u)  Exhibit  U:  If  the  application  is 
with  respect  to  the  maintenance,  acquisi¬ 
tion,  or  construction  of  facilities,  a 
statement  shovidng,  if  applicable: 

(1)  Track  standard  under  which  each 
line  on  which  maintenance  is  proposed 
has  been  generally  operating  and  the 
reasons  therefor,  and  the  track  stand¬ 
ards  and  signal  requirements  necessary 
to  provide  safe,  essential  rail  services; 

(2)  Date  work  is  proposed  to  be  com¬ 
menced  and  completed;  and 

(3)  Types  and  quantities  of  work 
items,  \mit  costs,  and  total  cost  of  proj¬ 
ect  and  distribution  of  such  total  cost  by 
primary  accounts  of  the  Commission’s 
Uniform  System  of  Accoimts,  separated 
where  applicable  between  material  and 
labor.  Direct  labor  and  material  costs 
and  any  applicable  overhead  expenses 
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that  are  included  in  the  total  cost  of  tlie 
project  should  be  shown  separately  and 
identified. 

(V)  Exhibit  V:  List  and  description  of 
the  portion  (s),  if  any,  of  the  project 
being  or  to  be  performed  by  outside  con¬ 
tractor  (s)  . 

NOTE:  ’The  account  forms  referred  to 
in  the  exhibits  are  those  of  the  Commis¬ 
sion’s  Uniform  System  of  Accounts  for 
Railroad  Companies  in  use  on  Febru¬ 
ary  15,  1976.  However,  the  information 
required  in  any  of  the  exhibits  shall  give 
effect  to  any  modification  of  the  Com¬ 
mission’s  Uniform  System  of  Accounts 
for  Railroad  Companies  in  effect  on  the 
date  of  filing  the  application. 

§  258.11  Preupplication  and  applicalum 
procedure. 

(a)  When  a  railroad  has  developed 
plans  for  a  project  for  which  it  may  wish 
to  seek  assistance  under  this  part,  that 
railroad  shall  notify  the  Associate  Ad¬ 
ministrator  for  Federal  Assistance  of  the 
Federal  Railroad  Administration  at  the 
address  shown  in  paragraph  (b)  (3)  of 
this  section.  The  Associate  Administrator 
will  then  schedule  a  meeting  at  which 
the  railroad  will  present  to  represent¬ 
atives  of  the  Federal  Railroad  Adminis¬ 
tration  the  project  and  discuss  with  them 
information  which  must  be  submitted  in 
the  application  and' the  type  of  terms  and 
conditions  and  financing  documents  that 
will  be  utilized  in  connection  with  finan¬ 
cial  assistance  provided  under  section 
505(a)(1). 

(b)  The  following  procedure  shall 
govern  the  execution  and  filing  of  the 
application : 

(1)  The  original  application  shall 
bear  the  date  of  execution  and  be  signed 
with  ink  by  or  on  behalf  of  the  applicant 
and  shall  bear  the  corporate  seal.  Execu¬ 
tion  shall  be  by  the  applicant’s  president 
or  other  duly  authorized  officer  having 
knowledge  of  the  matters  therein  set 
forth.  Persons  signing  the  application 
on  behalf  of  the  aiH>licant  shall  also  sign 
a  certifi(^te  in  form  as  follows: 

_ certifies  that  he 

(Name  of  ofificlal) 

Is  the  _ ^  of  the 

(Title  of  official) 

_ ;  that  he  Is  au- 

(Name  of  railrocul) 

thorlzed  on  the  pairt  of  aaid  applicant  to 
sign  and  file  with  the  Administrator  this 
application  and  exhibits  attached  thereto; 
that  the  consent  of  all  parties  whose  consent 
Is  required,  by  law  or  by  binding  commit¬ 
ment  of  the  applicant.  In  order  to  make  this 
application  and  Issue  the  redeemable  prefer¬ 
ence  shares  has  been  given;  that  he  has  care¬ 
fully  examined  all  of  the  statements  con¬ 
tained  in  such  application  and  the  exhibits 
attached  thereto  and  made  a  part  thereof 
relating  to  the  _ _ _ ; 

(Name  of  railroad) 

that  he  has  knowledge  of  the  matters  set 
forth  therein  and  that  all  such  statements 
made  and  matters  set  forth  therein  are  true 
and  correct  to  the  best  of  bis  knowledge, 
information,  and  belief. 


(Name  of  official) 


(Date) 
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(2)  There  shall  be  made  a- part  of  the 
original  m}plication  the  following  cer¬ 
tificate  by  the  Chief  Financial  OfiScer  of 
the  applicant: 

_ certifies  that  he 

(Name  of  officer) 

Is _ of 

(Title  of  officer) 

_ :  that  he  has 

(Name  of  railroad  applicant) 

Buperrlslon  over  the  books  of  account  and 
other  financial  records  of  the  railroad  appli¬ 
cant  and  has  control  over  the  manner  In 
which  they  are  kept;  that  such  accounts  are 
snalntalned  In  good  faith  In  accordance 
with  the  effective  accounting  and  other 
orders  of  the  Interstate  Commerce  Commis¬ 
sion;  that  stich  accounts  are  adequate  to 
assure  that  proceeds  from  the  financing  being 
undertaken  are  used  solely  and  specifically 
for  the  purposes  authorized;  that  he  has 
examined  the  financial  statements  and  sup¬ 
porting  schedules  Intruded  In  this  applica¬ 
tion  and  to  the  best  of  his  knowledge  and 
belief  those  statements  accurately  reflect  the 
accounts  as  stated  In  the  books  of  account; 
and  that,  other  than  the  matters  set  f<xth 
In  the  exceptions  attached  to  such  state¬ 
ments,  those  financial  statements  and  sup¬ 
porting  schedules  represent  a  true  stnd 
complete  statement  of  the  financial  position 
of  the  railroad  iq)pllcant  and  that  there  are 
no  undisclosed  assets,  liabilities,  commit¬ 
ments  to  purchase  property  or  securities, 
other  ccnnmltments.  litigation  In  the  courts, 
contingent  rental  agrennentB,  or  other  con¬ 
tingent  transactions  ahlch  might  nmterlally 
affect  the  financial  position  of  the  railroad 
applicant. 


(Name  of  official) 


(Date) 

(3)  Hie  original  application  and  sup¬ 
porting  papers,  and  ten  (10)  copies 
thereof,  shall  be  filed  with  the  Asso¬ 
ciate  Administrator  for  Federal  Assist¬ 
ance  of  the  Federal  Railroad  Administra¬ 
tion,  400  7th  Street,  SW„  Washington, 
D.C.  Each  copy  shall  bear  the  dates  and 
signatures  t^t  appear  In  the  original 
and  shall  be  complete  In  itself,  but  the 
signatures  in  the  copies  may  be  stamped 
or  typed. 

§  258.13  General  instructions. 

(a)  If  the  application  Is  approved  by 
the  Administrator,  the  following  docu¬ 
ments  must  be  deposited  with  the  Ad¬ 
ministrator  before  the  transaction  Is 
closed; 

(1)  Certified  copies  of  resolutions  of 
the  board  of  directors,  and  where  nec- 
essary  of  the  executive  committee  of  the 
iM^plicant,  and  of  the  stockholders,  and 
certified  copies  of  the  minutes  of  the 
meetings  at  which  those  resolutions  were 
adopted,  authorizing  the  execution  of  a 
financing  agreement  with  the  Adminis¬ 
trator  and  delivery  of  such  redeemable 
preference  shares  as  are  incident  to  the 
application  thereof,  in  conformity  with 
such  terms  as  may  be  prescribed  by  the 
Administrator,  and  authorizing  the  des¬ 
ignated  officer  to  receive  and  give  a  re- 
c^t  for  the  proceeds  from  the  purchase 
of  the  redeemable  preference  shares; 

(2)  Certified  statement  by  the  appli¬ 
cant 'that  it  has  complied  with  the  pro¬ 
visions  of  section  516  of  the  Act  with 
respect  to  employee  protection ; 


(3)  Certified  copy  of  the  most  recent 
detailed  rw>rt  by  applicant’s  public 
accounting  firm;  and 

(4)  In  respect  of  assistance  to  a 
trustee,  certified  copies  of  the  courts  or¬ 
ders  and  decrees  authorizing  him  to  ex¬ 
ecute  and  deliver  the  trustee  certificates 
or  redeemable  preference  shares. 

(b)  After  the  documents  required  in 
paragraph  (a)  of  this  section  have  been 
deposited  with  the  Administrator,  the 
Administrator  will  enter  into  an  agree¬ 
ment  with  the  applicant  to  provide  fi¬ 
nancing  at  such  times  and  in  such 
amounts  as  the  Administrator  deems 
necessary  to  meet  the  reasonable  cost 
of  the  project.  Such  agreement  shall 
contain  such  terms  and  conditions  as 
the  Administrator  deems  necessary  or 
impropriate  to  assure  that  the  financing 
will  be  used  only  in  the  manner,  and  for  ' 
the  purposes,  improved  by  the  Adminis¬ 
trator,  including  a  requirement  that 
funds  received  from  the  sale  of  redeem¬ 
able  preference  shares  be  placed  in  and 
disbursed  from  a  separate  accoimt. 

§  258.15  Record,  audit,  and  examina¬ 
tion. 

(a)  Each  recipient  of  financial  assist¬ 
ance  under  part,  whetho*  in  the 
form  of  redeemable  preference  shares, 
trustee  certificates,  contracts,  subcon¬ 
tracts,  or  other  arrangements,  shall  keep 
such  records  as  the  Administrator  and 
the  Comptroller  (general  shall  prescribe, 
including  records  that  fully  disclose  the 
amoimt  and  disposition  by  such  recipi¬ 
ent  of  the  proceeds  of  such  assistance, 
the  total  cost  of  the  project  in  connec¬ 
tion  with  which  such  assistance  was 
given  or  used,  the  amount  of  that  por¬ 
tion  of  the  cost  of  the  project  supplied 
by  other  sources,  and  such  other  records 
as  will  f^kdlitate  an  effective  audit. 

(b)  Hie  Administrator  and  the  Comp¬ 
troller  General  of  the  United  States,  or 
any  of  their  duly  authorized  represent¬ 
atives  shall  have  access  for  the  purpose 
of  audit  and  examination  to  any  ac¬ 
counts,  books,  documents,  papers,  re¬ 
ports,  files  and  records  of  such  receipts 
which  in  the  opinion  of  the  Administra¬ 
tor  or  the  Comptroller  General  may  be 
related  or  pertinent  to  the  redeemable 
preference  shares,  trustee  certlfi(»tes, 
contracts,  or  other  arrangements  re¬ 
ferred  to  in  paragraph  (a).  Represent¬ 
atives  of  the  Administrator  or  the  Comp¬ 
troller  General  shall  be  afforded  full  fa¬ 
cilities  for  verifying  the  transactions. 

§  258.17  Access  to  information. 

If  an  applicant  desires  that  any  infor¬ 
mation  submitted  in  an  application  or 
supplement  thereto  not  be  released  by 
the  Administrator  upon  request  from  a 
member  of  the  public,  the  applicant  must 
so  state  and  must  set  forth  any  reasons 
why  such  information  should  not  be  re¬ 
leased,  including  particulars  as  to  any 
cwnpetitive  harm  which  would  probably 
result  from  release  of  such  information. 
The  Administrator  will  keep  such  infor¬ 
mation  confidential  as  permitted  by  law. 

§  258.19  Waiver  and  modificatimi. 

Hie  Administrator,  upon  good  cause 
shown,  may  waive  or  modify  any  require¬ 


ment  of  this  part  not  required  by  law, 
or  make  any  additional  requirements  he 
deems  necessary^ 

I  certify  that  Inflationary  Impact  of  pro¬ 
posed  regtilatlons  Implementing  section  60S 
of  the  Railroad  Revitalization  and  Regulatory 
Reform  Act  of  1976  has  been  evaluated  In 
accordance  with  Executive  Order  11821  of 
November  21,  1974  and  Department  of  Trans¬ 
portation  Order  2050.4  of  February  2,  1970. 

Eteted:  May  26,  1976. 

Asaph  H.  Hall, 
Administrator, 

Federal  Railroad  Administration. 
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REGULATIONS  GOVERNING  SECTION  511 

OF  THE  RAILROAD  REVITALIZATION 

AND  REGULATORY  REFORM  ACT  OF 

1976 

Title  V  of  the  Railroad  Revitalization 
and  Regulatory  Reform  Act  of  1976  (the 
“Act”)  create  two  ^pre^rams  imder 
which  the  Secretary  of  Transportation 
(the  “Secretary”)  may  provide  financial 
assistance  to  railroads,  one  through  the 
purchase  of  redeemable  preference 
sheu'es  issued  by  railroads  (section  505) 
and  the  other  through  the  guarantee  of 
obligations  (section  511).  The  Secretary 
has  delegated  his  powers  and  duties  im¬ 
der  Htle  V,  except  those  powers  con¬ 
tained  in  section  506(c) .  to  ihe  Adminis¬ 
trator  of  the  Federal  Railroad  Adminis¬ 
tration  (the  “Administrator^). 

The  Administrator  is  publishing  pro¬ 
posed  regulations  concerning  procedures 
to  be  used  by  railroads  in  applying  for 
financial  assistance  under  section  505(a) 
(1)  of  the  Act.  accompanied  by  .a  discus¬ 
sion  of  the  manner  in  which  the  program 
will  be  administered.  Regulations  govern¬ 
ing  procedures  for  applications  under 
section  505(8)  (2)  will  be  published  un¬ 
der  a  separate  notice. 

Piursuant  to  the  provisions  of  section 
511(a),  the  Administrator  is  now  con¬ 
sidering  the  adoption  of  regulations  for 
procedures  to  be  used  in  applying  for  a 
commitment  to  guarantee  and  guarsmtee 
(hereinafter  both  a  commitment  to  and 
a  guarantee  are  referred  to  jointly  as  a 
“guarantee”)  of  obligations  under  sec¬ 
tion  511  of  the  Act.  These  regulations 
will  also  govern  applications  under  sec¬ 
tion  511  for  guarantee  of  obligations  of 
the  Consolidated  Rail  Corporation 
(“ConRail”)  for  electrification  of  high- 
density  mainline  routes,  as  provided  in 
section  211(i)  of  the  R^ional  Rail  Re¬ 
organization  Act  of  1973,  as  amended 
(“RRRA”) ,  and  for  guarantee  of  obliga¬ 
tions  to  improve  intercity  rail  passenger 
service  on  lines  owned  by  the  applicant 
and  located  outside  the  Northeast  Corri¬ 
dor  (defined  in  section  701(c)  of  the 
Act),  as  provided  in  sectiem  517  of  the 
Act.  Aimlications  for  the  purposes  set 
forth  in  section  517  may  also  be  filed 
under  section  505  of  the  Act  The  Ad¬ 
ministrator  has  determined  that  the  ob¬ 
ligation  guarantee  program  created  by 
section  511  Is  not  a  major  proposal  under 
Executive  Order  11821,  November  27, 
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1974,  or  Department  of  Transportation 
Order  20504,  February  2,  1976,  requiring 
an  Inflationary  Impact  evaluation. 

The  Administrator  is  also  considering 
the  adoption  of  standards  under  section 
511(1)  governing  the  maintenance  of  fa¬ 
cilities  by  recipients  of  guarantees  of 
obligations. 

IbiovisioNS  OF  Section  511 

A.  Obligations  That  May  Be  Guar¬ 
anteed. 

Under  section  511,  the  Administrator 
can  guarantee  the  payment  of  the  prin¬ 
cipal  balance  of,  and  any  Interest  on,  an 
obligation  of  an  applicant  prior  to,  on, 
or  after  the  date  of  execution  or  dis¬ 
bursement  of  such  obligation  if  the  pro¬ 
ceeds  of  such  obligation  shall  be  or  have 
been  used  to  acquire  or  to  rehabilitate 
and  improve  facilities  nr  equipment  ’ised 
in  rail  services.  Section  511(a)  provides 
for  the  Administrator  to  grant  applica¬ 
tions  for  such  guarantees  in  whole  or  in 
part,  if  he  determines  that  the  obliga¬ 
tion  is  eligible  for  such  guarantee. 
Therefore,  the  prerequisites  that  must 
be  met  under  section  511(h)  (see  B  be¬ 
low)  and.  the  conditions  mandated  by 
section  511  (j)  (see  D  below)  are  rf 
primary  importance. 

Neither  “rehabilitation”  nor  “improve¬ 
ment”  is  defined  in  the  Act,  but  the 
Senate  Commerce  Committee  Report  de¬ 
scribes  such  work  as  “deferred  mainte¬ 
nance,  capital  improvements  heretofore 
delayed  because  of  inadequate  funds  or 
unavailability  of  financing,  and  other 
capital  improvements.”  S.  Rep.  No.  94- 
499,  94th  Cong.,  1st  Sess.,  23  (1973). 
Rehabilitation  therefore  is  the  extensive 
repair  and  replacement  of  materials 
needed  to  restore  a  facility  to  the  physi¬ 
cal  condition  necessary  to  provide  ade¬ 
quate  service  when  maintenance  levels 
have  been  so  low  that  the  property  has 
deteriorated  substantially  below  that 
condition.  Repairs  which  would  result  in 
a  condition  superior  to  the  property’s 
most  recent  rehabilitated  or  improved 
condition  are  considered  to  be  an  im¬ 
provement.  Rehabilitation  does  not  in¬ 
clude  ordinary  or  routine  maintenance 
performed  regularly  to  correct  critical 
defects  and  to  make  high  priority  repairs 
or  cyclical  replacement  of  materials 
need^  to  continue  operating  on  track  at 
its  current  track  Class  standard.  Im¬ 
provement  of  facilities  is  upgrading  of 
fixed  plant  to  a  level  better  than  its  con¬ 
dition  would  be  when  merely  rehabili¬ 
tated.  Such  projects  include  installation 
of  welded  or  heavier  weight  rail  or  of 
other  track  components,  a  better  quality 
of  ballast,  better  track  alignment  and 
surface,  a  better  signal  system,  upgrad¬ 
ing  a  bridge  structure  for  capacity  or 
clearance  purposes,  roadbed  upgrading, 
and  replacement  of  shops  and  service 
facilities. 

Section  501(6)  defines  an  obligation  as 
a  bond,  note,  conditional  sale  agree¬ 
ment,  equipment  trust  certificate,  secu¬ 
rity  agreement,  or  other  obligation  is¬ 
sued  or  granted  to  finance  or  refinance 
equipment  or  facilities  acquisition,  con¬ 
struction,  rehabilitatim  or  improvement. 


Because  this  definition  specifically  men¬ 
tions  among  eligible  obligations  those 
that  arc  issued  to  finance  or  refinance 
construction,  guarantees  may  be  ex¬ 
tended  for  such  obligations. 

“Applicant”  is  defined  by  section  501 

(1)  to  mean  any  railroad  or  other  per¬ 
son  (Including  a  governmental  entity) 
which  submits  an  ai^ilicatlon  to  the  Ad¬ 
ministrator  for  the  guarantee  of  an 
obligation  under  which  it  is  an  obligor 
(the  debtor  under  the  obligation  and  any 
successor  or  assignee  of  such  obligor  who 
is  approved  by  the  Administrator) .  Un¬ 
der  this  definition  of  “applicant”,  State 
and  local  governments  may  apply  for 
and  receive  guarantees.  However,  it  will 
be  the  policy  of  the  Administrator  not 
to  guarantee  tax-exempt  o);)ligations  un¬ 
less  the  applicant  can  demonstrate  com¬ 
pelling  reasons  why  such  a  guarantee 
should  be  extended. 

B.  Prerequisites  to  Guarantees. 

Section  511(h)  lists  as  prerequisites  to 

any  guarantee  six  findings  the  Ad¬ 
ministrator  must  make  in  writing: 

(1)  That  an  obligation  for  equipment 
acquisition,  rehabilitation,  or  improve¬ 
ment  is  secured  by  such  equipment; 

(2)  That  payment  of  the  obligation 
is,  by  the  terms  of  such  obligation,  re¬ 
quire  to  be  made  within  25  years  from 
the  date  of  its  execution; 

(3)  That  the  financing  is  justified  by 
present  and  probable  future  demand  for 
rail  services  to  be  rendered  by  the  appli¬ 
cant  and  will  serve  to  meet  demonstrable 
rail  service  needs  and  to  provide  ship¬ 
pers  with  improved  service: 

(4)  That  the  applicant  has  given  rea¬ 
sonable  assurances  that  the  facilities  or 
equipment  being  acquired,  rehabilitated, 
or  Improved  with  the  proceeds  of  toe 
obligation  will  be  economically  and  efla- 
ciently  utilized; 

(5)  That  the  probable  value  of  any 
equipment  or  facilities  to  be  improved, 
rehabilitated  or  acquired  is  sufficient  to 
provide  toe  United  States  with  reason¬ 
able  security  and  protection  in  the  event 
of  default  by  the  obligor,  in  toe  case  of 
repossession  by  the  holder  of  the  obllga- 
ti(Hi,  or  in  the  case  of  possession  or  pur¬ 
chase  by  the  Administrator;  and 

(6)  That  toe  transaction  will  result  in 
an  improvement  in  toe  ability  of  any  af¬ 
fected  railroad  to  transport  freight  or 
passengers. 

In  order  to  be  considered,  an  appli¬ 
cation  must  contain  sufficient  informa¬ 
tion  to  enable  the  Administrator  to  make 
these  section  511(h)  findings. 

C.  Section  Standards. 

Section  511(1)  requires  that  recipients 

of  guarantees  shall,  consistent  with  their 
capital  resources,  maintain  their  facili¬ 
ties  in  accordance  with  standards  to  be 
issued  by  the  Administrator.  The  pur¬ 
pose  of  these  standards  is  twofold:  first, 
to  protect  the  security  interest  of  the 
United  States  for  the  time  the  obligation 
is  outstanding  by  assuring  that  the  value 
of  the  collateral  is  not  reduced;  and  sec¬ 
ond,  to  insure  that  the  facilities  for 
which  toe  Administrator  has  supplied  fi¬ 
nancing  are  maintained  in  a  condition  in 
which  they  can  meet  passengers’  or  ship¬ 
pers’  demand  for  toe  recipient’s  rail  serv¬ 


ice.  Therefore,  the  proposed  standards 
are  designed  to  prevent  defeired  mainte¬ 
nance  on  the  facilities  which  are  toe 
subject  of  a  guarantee.  The  Administra¬ 
tor  may  waive  the  standards  if  a  guar¬ 
antee  recipient  demonstrates  in  writing 
that  it  does  not  have  sufficient  capital 
resomrces  to  meet  toe  standards  or  es¬ 
tablishes  that  changed  circumstances 
may  justify  a  waiver. 

These  standards  are  designed  not  to 
duplicate  other  laws  or  regulations  to 
which  recipients  of  guarantees  may  be 
subject.  Although  these  standards  are 
based  in  certain  respects  on  the  safety  * 
regulations  enforced  by  the  Federal 
Railroad  Administration,  the  proposed 
standards  are  separate  from  the  safety 
regulations. 

D.  Section  Sllij)  Conditions. 

Section  511(j)  requires  that  before  a 

guarantee  of  an  obligation  may  be  ap¬ 
proved  the  obligor  must  agree  in  writing 
that  so  long  as  any  principal  or  interest 
is  due  and  pajrable  on  such  obligation: 

(1)  there  will  not  be  any  increase  in 
discretionary  dividend  payments  over 
the  average  ratio  which  such  payments 
bore  to  earnings  for  the  applicable  fiscal 
period  during  the  five  years  preceding 
such  proposed  increase  without  the  prior 
approval  of  the  Administrator; 

(2)  the  obligor  will  not  use  any  as¬ 
sets  or  revenues  (except  cash)  related 
to  or  derived  from  railroad  operations  in 
non-rail  enterprises  without  the  prior  ap¬ 
proval  of  the  Administrator;  and 

(3)  the  obligor  will  take  aU  reason¬ 
able  and  practicable  steps  possible  to 
improve  toe  equitable  distribution  and 
efficient  and  expeditious  use  of  all  equip¬ 
ment  and  facilities  to  improve  rail 
service  in  accordance  with  guidelines 
established  by  the  Administrator. 

Approval  of  an  increase  in  dividend 
pasnnents  cn*  use  of  assets  and  revenues 
related  to  or  derived  from  railroad  oper¬ 
ations  in  non-rail  enterprises  under 
paragraphs  (1)  and  (2),  respectively, 
may  be  granted  if  the  Administrator 
makes  a  written  finding,  after  a  public 
hearing,  that  such  increase  in  dividends 
or  use  of  assets  or  revenues  will  not  ma¬ 
terially  affect  the  ability  of  toe  obligor 
to  comply  with  toe  requirements  of  sec¬ 
tion  511.  The  Administrator  will,  at  a 
later  date,  publish  a  statement  of  re¬ 
quirements  necessary  for  approval  of 
such  an  Increase  in  dividends  or  use  of 
assets.  The  guidelines  governing  distri¬ 
bution  and  use  of  equipment  and  facili¬ 
ties  referred  to  in  paragraph  (3)  will  be 
placed  in  toe  terms  and  conditions  of 
guarantee  agreements. 

E.  Charges  to  be  Assessed  and  Rate  of 
Interest, 

The  Administrator  will,  as  provided  m 
section  511(f),  charge  an  amount  he 
deems  reasonable  for  the  investigation 
of  any  application,  for  appraisal  of  the 
value  of  toe  equipment  or  facilities  in¬ 
volved,  and  for  making  determinations 
and  findings  necessary  under  this  part. 
The  application  must  contain  a  certifi¬ 
cation  that  toe  applicant  will  pay  such 
charges  as  the  Administrator  may  assess. 
Such  charges  may  not  aggregate  more 
than  one  half  of  one  percent  of  toe 
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principal  amount  of  tlie  obligation  for 
which  a  guarantee  is  sought.  They  will 
be  assessed  periodically  as  the  Admin¬ 
istrator  incurs  expenses  in  reviewing  the 
application. 

In  addition,  section  511  (m)  provides 
that  the  Administrator  shall  assess  and 
collect  from  the  obligor  an  annual  pre¬ 
mium  charge  on  each  obligation  guar¬ 
anteed  in  an  amount  not  to  exceed  an 
annual  rate  of  one  percent  on  the  un¬ 
paid  principal  balance  of  such  obliga¬ 
tion  at  the  time  iiayment  is  due.  Pay¬ 
ment  is  due  initially  when  the  obliga¬ 
tion  is  guaranteed,  and,  thereafter,  on 
the  aniiversary  date  of,such  guarantee. 

Section  SlKf)  provides  that  the  rate 
of  interest  (exclusive  of  premium  charges 
and  service  fees)  which  shall  be  paid  on 
the  \mpaid  princic>al  baalnce  of  each 
obligation  guaranteed  shall  not  exceed 
an  annual  percentage  rate  which  the 
Administrator  determines  to  be  reason¬ 
able,  taking  into  consideration  the  pre¬ 
vailing  interest  rates  for  similar  obliga¬ 
tions  in  the  private  market. 

F.  Financing  Agreements. 

If  the  Administrator  approves  an  ap¬ 
plication  under  section  511,  the  section 
requires  that  he  agree  to  guarantee  an 
obligation  under  such  terms  and  condi¬ 
tions  and  pursuant  to  such  regulations 
as  he  deems  apprc^riate,  consistent  with 
the  purposes  of  Title  V.  Guarantee  agree¬ 
ments  will,  among  other  things,  require 
that  the  recipient  of  the  guarantee 
establish  and  adhere  to  a  normalized 
maintenance  program  for  the  facilities 
or  equipment  that  is  the  subject  of  the 
obligation.  Guarantees  must  be  extended 
in  accordance  with  the  provisions  of  sec¬ 
tions  511  through  513  of  Title  V  and  with 
such  rules  as  the  Administrator  may 
deem  necessary  to  protect  the  interests 
of  the  United  States. 

Section  511(d)  permits  the  Adminis¬ 
trator  to  approve  any  mcxllfication  of 
any  provision  of  a  guarantee  of  an  obli¬ 
gation.  including  the  rate  of  interest, 
payment  schedule  of  interest  or  iMlncl- 
pal,  security,  or  any  other  term,  if  he 
finds  in  writing  that  such  modification 
Is  equitable  and  in  the  overall  best  in¬ 
terests  of  the  United  States  imder  Title 
V  and  that  the  holder  of  the  obligation 
consents  to  such  modification. 

G.  Amount  of  Obligations  Which  May 
Be  Guaranteed 

The  aggregate  unpaid  principal 
amounts  of  obligations  which  the  Ad¬ 
ministrator  may  guarantee  may  not  ex¬ 
ceed  $1  billion  at  any  one  time,  of  which 
not  to  exceed  $150  million  may  be  guar¬ 
anteed  to  finance  improvements  in  the 
Northeast  Corridor.  Section  606  of  the 
Act  provides  that  within  the  $1  billion 
of  guarantee  authority  up  to  $200  mil- 
Uon  in  obligations  of  ConRall  may  be 
guaranteed  for  the  electrification  of 
high-density  mainline  routes  upon  re¬ 
quest  by  ConRail  piu^uant  to  section  211 
(1)  of  the  RRRA,  when  such  electrifica¬ 
tion  will  return  operating  and  financial 
benefits  to  ConRail  and  will  facilitate 
compatibility  with  existing  or  renewed 


electrification  systems.  Finally,  the  Ad¬ 
ministrator  is  authorized  by  section  517 
to  provide  financial  assistance,  in  the  ag¬ 
gregate  sum  of  up  to  $200  million, 
through  the  financial  assistance  provi¬ 
sions  of  and  within  the  authorizations  of 
Title  V,  either  under  section  505  or  sec¬ 
tion  511,  to  any  railroad  for  the  purpose 
of  improving  intercity  rail  passenger 
service  on  any  lines  of  such  railroad 
which  are  located  outside  of  the  North¬ 
east  Corridor,  as  defined  in  701(c)  of  the 
Act. 

Purpose  of  Proposed  Section  511 
Regulations 

The  regulations  proposed  under  this 
notice  as  subpart  A  of  part  260  of  the 
Code  of  Federal  Regulations  establish 
the  procedures  governing  applications 
for  guarantees  imder  section  511.  They 
set  forth  in  detail  the  form  and  type  of 
informaticm  which  must  be  submitted  in 
an  application  and  explain  the  process 
the  F^eral  Railroad  Administration  will 
go  through  in  handling  applications.  In 
addition,  the  requirements  of  the  Na¬ 
tional  Environmaital  Policy  Act  of  1969 
have  been  observed  in  the  regulations. 
The  Federal  Railroad  Administrator  has 
issued  a  negative  declaration  stating 
that  most  projects  being  financed  by  ob¬ 
ligations  guaranteed  under  section  .511 
have  no  significant  environmental  im¬ 
pact,  but  an  assessment  of  the  environ¬ 
mental  impact  of  the  project  must  be 
prepared  for  projects  that  involve  a  ma¬ 
jor  change  in  land  use  or  a  major  in¬ 
crease  in  railrocul  related  activities  on 
an  existing  corridor  or  at  another  loca¬ 
tion. 

These  pnxsedural  regulations  do  not 
address  any  legal  requirements  other 
than  those  which  directly  concern  the 
application  process.  In  this  regard,  ap¬ 
plicants  should  note  that  the  provisions 
in  section  516  of  the  Act  relating  to  labor 
protection  must  be  adhered  to.  Further¬ 
more,  if  a  guarantee  or  commitment  to 
guarantee  an  bbllgaticm  is  extended,  the 
recipient  will  become  subject  to  the  civil 
rights  provisions  of  section  905  of  the 
Act  and  to  any  other  applicable  Federal 
laws. 

The  regulations  proposed  under  this 
notice  as  subpart  B  of  part  260  of  the 
Code  of  Federal  Regulations  establish 
the  standards  imder  section  511(1)  gov¬ 
erning  the  maintenance  of  facilities  by 
recipients  of  guarantees  of  obligations. 

The  Administrator  wishes  to  encour¬ 
age  the  broadest  public  participation  in 
connection  with  the  development  of 
these  regulations.  Accordingly,  on  June 
11,  1976  in  Room  435,  at  800  Independ¬ 
ence  Avenue,  SW.,  Washington,  D.C., 
from  2  p.m.  until  5  p.m.,  a  public  meeting 
will  be  held  at  which  the  Administrator 
and  his  staff  will  discuss  and  answer 
questions  concerning  the  proposed  regu¬ 
lations  for  section  511.  The  agenda  for 
the  meeting  will  be : 

2  p.m _  Discussion  of  section  611 

and  its  relationship  to 
other  provisions  of  the 
Act 


2:30  p.m - -  Discussion  of  proposed 

regulations  for  applica¬ 
tion  procedures  under 
section  611  and  for 
maintenance  standards 
under  section  611(1). 

3  p.m -  Panel:  Question  and  An¬ 

swer  Session,  with  dis¬ 
cussion  of  the  following 
topics:  EUglblllty  of  ap¬ 
plicants  and  projects. 
Requirements  for  secu¬ 
rity.  Conditions  imposed 
by  section  611  (J). 
Proposed  maintenance 
standards. 

Questions  that  interested  persons  wish 
to  have  answered  at  the  meeting  may  be 
submitted  In  advance  to  the  Acting  As¬ 
sociate  Administrator  for  Federal  As¬ 
sistance,  Federal  Railroad  Administra¬ 
tion,  400  7th  Street,  SW.,  Washington. 
D.C.  20590.  Other  issues  raised  by  ques¬ 
tions  frtxn  the  audience  will  also  be  ad¬ 
dressed.  Any  interested  persons  or  orga¬ 
nizations  are  invited  to  attend. 

Any  person  or  organization  may  also 
participate  by  submitting  written  data, 
views,  or  comments  to  the  Office  of  Chief 
Counsel,  Federal  Railroad  Administra¬ 
tion,  400  Seventh  Street,  SW.,  Washing¬ 
ton,  D.C.  20590.  All  material  received  on 
or  before  July  1,  1976,  will  be  considered 
by  the  Federal  Railroad  Administration 
before  taking  final  action  on  the  pro¬ 
posed  regulations.  All  comments  received 
will  be  available  for  examination  at  any 
time  during  regular  wm'klng  hours  in 
Room  5101,  Nassif  Building,  400  Seventh 
Str^t,  SW.,  Washington,  D.C,  The  pro¬ 
posals  ccmtalned  in  this  notice  may  be 
changed  in  light  of  ciunments  received. 

In  consideration  of  the  foregoing,  it  is 
proposed  to  amend  Chapter  n  of  Title 
49  of  the  Code  of  Federal  Regulations  by 
adding  a  new  part  260  as  follows; 

PART  260— REGULATIONS  GOVERNING 
SECTION  511  OF  THE  RAILROAD  RE¬ 
VITALIZATION  AND  REGULATORY  RE¬ 
FORM  ACT  OF  1976 

Subpart  A — Procaduras  for  AMlication  for  Com- 
mitmorrt  to  Guarantaa  or  Guarantea  of  Obll- 
cationa 

Sec. 

260.1  Applicability. 

260.3  Definitions. 

260A  EllglbUlty. 

260.7  Form  and  content  of  ^plication. 

260.9  Required  exhibits.  ^ 

260.11  Preapplication  and  application  pro¬ 
cedure. 

260.13  General  Instructions. 

260.16  Information  requests. 

260.17  Records,  audits,  and  examinations. 
260.19  Waivers  and  modifications. 

Subpart  B— StSTKlards  for  Maintartarrea  of 
Factlitiaa  by  Raciptants  of  Obligation  Guarantaas 

260.21  Applicability. 

260.23  Definitions. 

260.25  Standards. 

260.27  Inspection  and  reporting. 

260.29  Waiver. 

260.81  Impact  on  other  laws. 

260.33  Penalties. 

AxrrHORiTT:  Railroad  Revitalization  and 
Regulatory  Reform  Act  of  1976,  Pub.  U  94- 
210;  The  Department  of  Transportation  Act, 
49  UJSi.C.  1661  et  seq..  Regulations  of  the 
Ofl^ce  of  the  Secretary  of  Tranq;>ortation,  49 
CJ.R.  1.49(u). 
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Subpart  A — Procedures  for  Applicatk>n  for 

Commitment  to  Guarantee  or  Guarantee 

of  Obligations 

§  260.1  Applicabilitj. 

This  subpart  prescribes  the  procedures 
governing  applications  for  a  commit¬ 
ment  to  guarantee  or  a  guarantee  of  the 
payment  of  the  principal  balance  of,  and 
any  interest  on,  an  obligation  of  an  ap¬ 
plicant  under  section  511  of  the  Rail¬ 
road  Revltali2atlon  and  Regulatory  Re¬ 
form  Act  of  1976  (“the  Act”) .  Applica¬ 
tions  for  a  commitment  to  guarantee  or 
a  guarantee  of  obligations  of  the  Con¬ 
solidated  Rail  Corporation  for  electrifi¬ 
cation  of  high -density  mainline  routes 
must  be  filed  in  accordance  with  these 
procedures,  as  provided  in  section  211  (i) 
of  the  Regional  Rail  Reorganization  Act 
of  1973,  as  amended  (45  U.S.C.  721). 
These  procedures  also  govern  applica¬ 
tions  for  a  commitment  to  guarantee  or 
guarantee  of  obligations  Incurred  for 
the  purpose  set  forth  in  section  517  of 
the  Act,  Improvement  of  intercity  rail 
passenger  service  on  lines  of  the  appli¬ 
cant  located  outside  the  Northeast  Cor¬ 
ridor  (defined  in  sectimi  701(c)  of  the 
Act). 

§  260.3  Definitions. 

As  used  in  this  part: 

(a)  “Act”  means  the  Railroad  Revital¬ 
ization  and  Regulatory  Reform  Act  of 
1976  (Pub.  L.  94-210,  February  5,  1976) . 

(b)  “Administrator”  means  the  Fed¬ 
eral  Railroad  Administrator,  or  his  dele¬ 
gate. 

(c)  “Applicant”  means  any  railroad, 
or  other  person  (including  a  govermnen- 
tal  entity)  that  submits  an  application 
to  the  Administrator  for  the  guarantee 
of  an  obligation  under  which  it  is  an 
obligor  or  for  a  commitment  to  guaran¬ 
tee  such  an  obligation. 

(d)  “Commission”  means  the  Inter¬ 
state  Commerce  Commission. 

(e)  "Equipment”  means  any  type  of 
new  or  rebuilt  standard  gauge  locomo¬ 
tive,  caboose,  or  general  service  railroad 
freight  car  the  use  of  which  is  not  lim¬ 
ited  to  any  specialized  purpose  by  par¬ 
ticular  equipment,  design,  or  other  fea¬ 
tures,  or  any  other  type  of  car  designated 
by  the  Administrator  upon  a  written 
finding  that  such  designation  is  consist¬ 
ent  with  the  purposes  of  the  Act.  General 
service  railroad  freight  car  includes  a 
boxcar,  gondola,  open-top  or  covered 
hopper  car,  and  flatcar. 

(f)  “Facilities”  means: 

(1)  Track,  roadbed,  and  related  struc¬ 
tures,  Including  rail,  ties,  ballast,  other 
track  materials,  grading,  tunnels, 
bridges,  trestles,  culverts,  elevated  struc¬ 
tures,  stations,  office  buildings  used  for 
operating  purpases  only,  repair  shops, 
englnehouses,  and  public  Improvements 
used  or  usable  for  rail  service  operations; 

(2)  Communication  and  power  trans¬ 
mission  systems,  including  electronic, 
microwave,  wireless,  communication,  and 
automatic  data  processing  systems, 
electrical  transmission  systems,  power- 
plants,  powrer  transmission  systems,  pow- 
erplant  machinery  and  equipment,  struc¬ 
tures,  and  facilities  for  the  transmtssicm 
of  electricity  for  xise  by  railroads; 


(3)  Signals,  including  signals  and 
interlockers; 

(4)  Terminal  or  yard  facilities,  includ¬ 
ing  trailer-on-flat-car  and  contalner-on- 
flat-car  terfhinals,  express  or  railroad 
terminal  and  switching  facilities,  and 
services  to  express  companies  and  rail¬ 
roads  and  their  shippers,  including  fer¬ 
ries,  tugs,  carfloats,  and  related  shore- 
side  facilities  designed  for  the  transpor¬ 
tation  of  equipment  by  water;  or 

(5)  Shop  or  repair  facilities  or  any 
other  property  us^  or  capable  of  being 
used  in  rail  freight  transportation  serv¬ 
ices  or  in  connection  with  such  services 
or  for  originating,  terminating,  improv¬ 
ing,  and  expediting  the  movement  of 
equipment. 

(g)  “Including”  means  including  but 
not  limited  to. 

(h)  “Holder”  means  the  obligee  or 
creditor  imder  an  obligation,  except  that 
when  a  bank  or  trust  company  Is  acting 
as^  agent  or  trustees  for  such  an  obligee 
or  creditor  pursuant  to  an  agreement  to 
which  the  obligor  is  a  part,  the  term  re¬ 
fers  to  such  bank  or  trust  company. 

(i)  “Obligation”  means  a  bond,  note, 
conditional  sale  agreement,  equipment 
trust  certificate,  security  agreement,  or 
other  obligation  issued  or  granted  to 
finance  or  refinance  equipment  or  facil¬ 
ities  acquisition,  construction,  rehabilita¬ 
tion,  or  improvement. 

(j)  “Obligor"  means  the  debtor  imder 
an  obligation,  including  the  original 
obligor  and  any  successor  or  assignee  of 
such  obligor  who  is  approved  by  the 
Administrator. 

(k)  “Project”  means  the  use  of  the 
proceeds  of  the  obligation  for  which  a 
guarantee  or  guarantee  commitment  is 
sought. 

(l)  “Railroad”  means  a  common  car¬ 
rier  by  railroad  or  express  as  defined  in 
section  1(3)  of  Part  I  of  the  Interstate 
Commerce  Act  (49  U.S.C.  1(3)),  includ¬ 
ing  the  National  Railroad  Passenger 
Corporation  and  the  Alaska  Railroad. 

(m)  “Trustee”  means  the  trustee,  or 
trustees  if  more  than  one  trustee  has 
been  appointed,  of  an  applicant  in  bank¬ 
ruptcy. 

§  260.5  Eligibility. 

Under  section  511  the  Administrator 
may  guarantee  and  make  commitments 
to  guarantee  the  payment  of  the  princi¬ 
pal  balance  of,  and  any  interest  on,  an 
obligation  of  any  applicant  prior  to.  on, 
or  after  the  date  of  execution  or  the  date 
of  disbursement  of  such  obligation,  if  the 
proceeds  of  such  obligation  shall  be  or 
have  been  used  to  acquire  or  to  rehabili¬ 
tate  and  improve  facilities  or  equipment. 

§  260.7  Form  and  content  of  application. 

(a)  Each  application  shall  include,  in 
the  order  Indicated  and  identified  by  ap¬ 
plicable  section  numbers  and  letters  cor¬ 
responding  to  those  used  in  this  part,  the 
following  information: 

(1)  Applicant’s  full  and  correct  name 
and  principal  business  address; 

(2)  Date  of  applicant's  incorporation, 
or  organization  if  not  a  corporation,  and 
name  of  the  government,  state,  or  ter¬ 
ritory  under  the  laws  of  which  it  was  in¬ 
corporated  or  organized.  If  applicant  is 


a  trustee,  the  name  and  address  of  the 
bankruptcy  court  under  the  direction  of 
which  applicant  is  acting,  and  the  docket 
number  of  the  proceeding.  If  applicant  is 
a  partnership,  association,  or  other  form 
of  organization  other  than  a  corporation, 
a  full  description  of  the  organization 
should  be  furnished; 

(3)  Name,  title,  and  address  of  the 
person  to  whom  correspondence  regard¬ 
ing  the  application  should  be  addressed; 

(4)  Certified  copy  of  proposed  or  ex¬ 
ecuted  obligation  agreement,  including 
any  related  agreements  or  other  docu¬ 
ments,  and  detailed  description  of  the 
obligation  and  of  the  series  or  issue  of 
which  the  obligation  is  a  part,  including — 

(A)  Total  amount  of  the  obligation; 

(B)  Detailed  description  of  the  project, 
including — 

(1)  Estimated  timing  of  the  expendi¬ 
ture  of  the  proceeds  of  the  obligation; 

(ii)  Any  part(s)  or  sub-part(s)  into 
which  the  project  may  reasonably  be 
divided,  the  priority  and  schedule  of  ex¬ 
penditure  for  such  part(s)  or  sub- 
partis)  ;  and 

(ill)  Statement  of  whether  the  project 
involves  another  railroad,  through  joint 
execution,  coordination,  or  otherwise;  if 
so,  description  of  the  relative  participa¬ 
tion  of  applicant  and  such  other  railroad, 
including  statement  of  financing  ar¬ 
rangements  of  each  participant,  portion 
of  the  work  to  be  performed  by  each 
participant,  and  contemplated  level  of 
usage  of  the  equipment  or  facility  by 
each  participant  when  the  work  is  com¬ 
pleted; 

(C)  Effective  date; 

(D)  Schedule  for  repayment  of  princi¬ 
pal; 

(E)  DescrlptKm  of  the  Interest  in  facili¬ 
ties  or  equipment  to  be  financed  or  re¬ 
financed  by  the  obligation  for  which  a 
guarantee  is  sought  that  would  be  pledged 
to  the  Administrator,  and  applicant's 
opinion  of  the  value  of  this  security  in¬ 
terest  and  the  basis  for  such  opinion; 
and 

(P)  Where  the  obligation  for  which  a 
guarantee  is  sought  is  outstanding,  ac¬ 
tual  effective  rate  of  interest;  or  where 
the  applicant  has  discussed  with  a  po¬ 
tential  holder  the  terms  of  the  obligation, 
the  proposed  effective  rate  (A  interest; 

(5)  Statement,  in  summary  form, 
showing  financial  obligations  to  or  claims 
against  the  United  States,  if  any,  by  ap¬ 
plicant  or  any  affiliated  entity  as  of  the 
date  of  the  appllcaticm,  including: 

(A)  Balance  on  any  direct  loans  or 
loans  under  which  the  United  States  is 
guarantor; 

(B)  StSitus  of  any  claims  under  litiga¬ 
tion;  and 

(C)  Any  other  debits  or  credits  exist¬ 
ing  between  the  applicant  and  the  United 
States,  showing  the  department  or 
agency  involved  in  such  loans,  claims  and 
other  debts; 

(6)  An  analysis  that  includes: 

(A)  Statement,  together  with  support¬ 
ing  evidence  Including  copies  yf  all  mar¬ 
ket  analyses  and  studies  that  have  been 
performed  to  determine  present  and  fu¬ 
ture  demand  of  rail  services,  that  the  fi¬ 
nancing  is  justified  by  present  and  fu¬ 
ture  demand  for  rail  services,  will  meet 
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existing  needs  for  such  services,  and  will 
provide  shippers  with  improved  service; 

(B)  Dest^ption  o{  the  Impact  of  the 
financing  upon  the  projected  traffic  to 
be  originated,  terminated,  ot  carried  by 
the  obligor  for  at  least  the  five  years  im¬ 
mediately  following  completion  of  the 
project;  and 

(C)  Description  of  any  other  benefit 
which  would  accrue  to  the  applicant 
fixHn  the  proceeds  of  the  obligation; 

(7)  Statement,  together  with  support¬ 
ing  evidence,  that  the  facilities  or  equip¬ 
ment  being  acquired,  rehabilitated  or  im¬ 
proved  will  be  efficiently  and  economi¬ 
cally  utilized,  including: 

(A)  Estimated  rate  of  return  on  the 
project  calculated  by  determining  the 
dlscoimt  rate  for  which  the  present  value 
of  the  benefits  associated  with  and  over 
the  life  of  the  project  equals  the  present 
value  of  the  costs  associated  with  and 
over  the  life  of  the  project.  The  detailed 
stream  of  project  costs  (including  any 
Increase  in  labor  costs  that  will  result 
from  the  labor  protecticm  arrangements 
required  by  section  516  of  the  Act)  and 
project  benefits  used  to  calculate  the  rate 
of  return,  and  a  statement  of  the  as¬ 
sumptions  and  bases  for  calculations  be¬ 
hind  each  of  the  items  of  the  detailed 
streams  must  be  provided;  and  estimate 
of  the  impact  of  the  project  mi  the  cor¬ 
porate  rate  of  return  of  the  affected  rail¬ 
road  for  the  year  in  which  the  project  is 
scheduled  to  be  cmnpleted  and  for  each 
<rf  the  five  years  thereafter,  with  sup¬ 
porting  data  showing  the  assumptions 
behind  and  the  manner  in  which  such 
corporate  rate  of  return  was  calculated; 

(B)  Explanation  of  ^e  manner  in 
which  the  project  will  increase  the  eco¬ 
nomical  and  efficient  utilization  of  equip¬ 
ment  and  facilities;  and 

(C)  Documentation  of  any  other  im¬ 
provements  in  service  including  service 
reliability  between  origin  and  destina¬ 
tion  point  pairs  and  reduction  in  time 
from  load  to  load  car  cycle  by  car  tjrpe; 

(8)  Statement,  together  with  support¬ 
ing  evidence,  that  the  transaction  will 
Improve  the  ability  of  affected  railroads 
to  transport  passengers  or  freight; 

(9)  Statement  of  applicant’s  mainte¬ 
nance  program  for  its  entire  rail  system 
and  planned  matatenanoe  program  for 
the  equipment  or  facilities  financed  by 
the  proceeds  of  the  obligation; 

(10)  Certified  statement  that  appli¬ 
cant  will  pay  the  Administrator  what^er 
Investigation  fees  the  Administrator  as¬ 
sesses; 

(11)  With  respect  to  each  existing 
holder  or  proposed  prospective  holder, 
a  statement  as  to: 

(A)  Full  and  correct  name  and  piin- 
cipal  business  address; 

(B)  Referense  to  iq>pllcable  provisions 
of  law  and  the  charter  or  other  govern¬ 
ing  instnunents  conferring  authority  on 
the  holder  to  accept  the  obligation; 

(C)  Brief  statement  of  the  circum¬ 
stances  aiKl  negotiations  leading  to  tlie 
agreement  by  the  bidder  to  take  the  pro¬ 
posed  obligation; 

(D)  Brief  rkatemend  of  file  nature  and 
extent  of  any  affiliation  or  business  re¬ 
lationship  between  the  existing  oc-pros- 


pective  holder  and  any  of  its  directors, 
partners,  or  principal  executive  officers, 
on  the  one  hand,  and.  on  the  other,  the 
applicant  and  any  of  its  directors,  part¬ 
ners,  or  prlncipcd  executive  officers,  or 
any  pierson  or  persons  whose  name  is  re¬ 
quired  to  be  fiumished  under  subpara¬ 
graph  (E)  of  this  paragraph;  and 

(E)  Full  and  complete  statement  of 
all  sums  to  be  given  by  the  holder  in  con¬ 
nection  with  the  pr(H>osed  obligation 
including: 

(i)  Name  and  address  of  each  person 
to  whom  the  payment  has  been  made  or 
will  be  made  and  nature  of  any  affili¬ 
ation,  association,  or  prior  business  re¬ 
lationship  between  any  person  named  in 
this  paragraph  and  the  holder  or  any  of 
its  directors,  partners,  or  officers; 

(ii)  Amount  of  the  cash  payment,  or 
the  nature  and  value  of  other  considera¬ 
tion;  and 

(iii)  Any  condition  upon  the  obliga¬ 
tion  of  the  obligee  to  make  such  pay¬ 
ment;  • 

( 12 )  Detailed  statement  as  to  whether 
any  entity  affiliated  with  applicant  or 
any  railroad  which  will  be  a  participant 
with  applicant  in  the  project  or  with 
which  this  project  will  be  coordinated 
has  applied  for,  intends  to  apply  for,  or 
has  received  assistance  under  Title  V  of 
the  Act; 

( 13 )  Detailed  statement  as  to  whether 
the  project  will,  directly  or  indirectly, 
cause  a  major  change  in  land  use  or  a 
major  change  in  the  intensity  of  rail¬ 
road  related  activities  on  existing  cor¬ 
ridors  or  at  other  locations,  and.  if  so, 
an  assessment  of  the  impact  of  such  use 
on  the  environment,  including: 

(A)  Description  of  the  environment  in 
the  area  of  project  before  commence¬ 
ment  of  the  project,  together  with  state¬ 
ment  of  other  Federal  activities  in  the 
area; 

(B)  Statement  of  population  and 
growth  characteristics  of  the  area  and 
of  any  population  and  growth  assump¬ 
tions  made  by  applicant  in  planning  the 
project.  Such  statement  should  use  the 
rates  of  growth  In  the  projection  com¬ 
plied  for  the  Water  Resources  Council  by 
the  Bureau  of  Economic  Analysis  of  the 
Department  of  Commerce  and  the 
Economic  Research  Service  of  the  De¬ 
partment  of  Agrlcnltiu’e; 

(C)  Statement  of  the  relationship  of 
the  project  to  proposed  land  use  plans, 
policies,  and  (xmtrols  of  affected  com- 
and  explain  the  reasons  for  such  incon¬ 
sistent  with  any  such  plans,  policies,  or 
controls,  the  statement  shotfid  describe 
and  explain  the  reasons  fo  rsuch  incon¬ 
sistency  in  detail; 

(D)  Statement  of  the  positive  and 
negative  effects  of  the  project  on  the 
environment,  including  effects  on  air 
and  water,  soil  quality,  and  noise  level; 

(S)  Statement  of  the  relaMonshlp  to 
any  applicable  Air  Quality  Implonenta- 
tion  Plan  under  the  dean  Air  Act  (42 
U.S.C.  1867) ; 

(P)  Description  of  any  alternatives  to 
the  project; 

(G)  Discussion  of  problems  and  objec¬ 
tions  raised  by  other  Federal,'  State  or 
local  agencies,  and  citlzois; 


(H)  Statement  of  the  relationship  be¬ 
tween  local  short-term  uses  of  the  en¬ 
vironment  by  the  project  and  the  long¬ 
term  effects  on  the  environment;  and 

(I)  Statement  of  any  Irreversible  or 
Irretrievable  commitments  of  naUu^  re¬ 
sources,  including  impact  on  public 
pai^,  recreational  areas,  wildlife 
refines,  historic  sites,  and  similar  areas 
referenced  in  section  4(f)  of  the  Depart¬ 
ment  of  Transportation  Act; 

(14)  Statement  of  the  estimated  eco¬ 
nomic  impact  of  the  use  of  the  proceeds 
on  the  railroad’s  employees.  Including 
affected  seniority  districts  and  number 
of  affected  employees,  and  copy  of  trans¬ 
mittal  letter  submitting  such  informa¬ 
tion  to  the  representatives  of  applicant’s 
employees,  together  with  statement  of 
the  status  of  negotiations  between  ap¬ 
plicant  and  representatives  of  its  em¬ 
ployees  for  labor  protection  arrange¬ 
ments  required  by  section  516  of  the  Act; 
and 

(15)  Any  other  Information  which  the 
Administrator  may  deem  necessary  or 
useful  concerning  an  application  filed 
under  this  part. 

(b)  When  applicant  is  a  trustee,  the 
application  shall  provide  all  of  the  infor¬ 
mation  required  in  paragraph  (a)  above, 
and  in  ad^tion  shall  provide  a  full  and 
complete  statement,  together  with  sup¬ 
porting  evidence,  demonstrating  that  ap¬ 
plicant  can  reasonably  be  expected  to  be¬ 
come  self-sustaining  within  a  reasonable 
period  of  time. 

§  260i9  Requirod  rxhibiln. 

’There  shall  be  filed  with  and  made  a 
part  of  each  application  and  copy  thereof 
the  following  exhibits,  except  that  ex¬ 
hibits  filed  with  and  made  a  part  of  any 
related  application  filed  with  the  Ad¬ 
ministrator  imder  section  505(a)(1)  or 
506(a)  (2)  of  the  Act  may,  where  timely, 
be  incorporated  in  and  made  part  of  the 
application  filed  imder  this  part  by  refer¬ 
ence.  While  the  applicatiem  is  pending, 
when  applicant  receives  actual  figures  for 
the  pro  forma  statements  required  in 
Ebchiblts  L,  O.  R,  and  8,  it  must  r^mrt 
the  actual  figmes  to  the  Administrator 
in  the  form  required  in  the  appropriate 
exhibit. 

(a)  Exhibit  A  (with  the  original  ap- 
phoation  only) :  Copy  of  appUeant’s 
charter  or  articles  of  incorporation  with 
amendments  to  date,  and  copy  of  by-laws 
with  amendments  to  date;  if  applicant  is 
not  a  corporation,  copy  of  articles  of 
agreement  or  association,  or  other  agree¬ 
ment,  evidencing  organizati<m;  if  appli¬ 
cant  is  a  tnistee,  copy  oi  order  of  the 
court  appointing  applicant  as  trustee.  All 
dociunents  required  in  this  exhibit  shall 
be  duly  certified  by  the  appropriate  pub¬ 
lic  officer. 

(b)  Exhibits: 

(1)  Copies  of  aU  resolutions  of  direc¬ 
tors  authorizing  issuance  of  the  olfiiga- 
tion; 

(2)  If  applicant’s  charter  or  by-laws 
require  approval  by  stodchdlderB,  copies 
of  resolutions  of  stockholdm  authorizing 
such  Issuance  and  copies  of  the  minutes 
of  the  meetings  at  which  those  resolu¬ 
tions  were  adopted; 
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(3)  Copies  of  resolutions  of  stockhold¬ 
ers  or  directors,  or  duly  authorized  com¬ 
mittee  thereof,  authenticated  by  a  prop¬ 
er  officer  of  applicant,  designating  by 
name  and  for  that  purpose  the  executive 
officer  by  whom  the  application  is  signed, 
verified,  and  filed  on  behalf  of  the  appli¬ 
cant; 

(4)  If  applicant  is  not  a  corporation, 
documentary  evidence  showing  authori¬ 
zation  of  the  obligation  and  designation 
of  the  individual  signing,  verifying,  and 
filing  the  application  on  behalf  of  the 
applicant; 

(5)  If  applicant  Is  a  trustee,  certified 
copy  of  the  order  of  the  court  having 
jiu'lsdlctlon,  authorizing  the  filing  of  the 
application  and  sale  of  the  obligation; 
and 

(6)  If  applicant  is  a  state  or  local  pub¬ 
lic  body  or  agency  thereof,  copy  of  reso¬ 
lution  of  the  appropriate  body  together 
with  a  copy  of  the  applicable  laws  and 
regulations  permitting  applicant  to  In¬ 
cur  such  obligation. 

All  documents  required  to  be  submit¬ 
ted  in  this  exhibit  shall  be  certified  by 
the  appropriate  official  of  applicant. 

(c)  Exhibit  C:  Opinion  of  counsel 
that  he  Is  familiar  with  the  corporate  or 
other  organizational  powers  of  the  appli¬ 
cant  and  that  the  applicant  is  au^or- 
ized  to  make  the  application,  to  incur 
the  obligation,  and  to  enter  into  an 
agreement  with  the  Administrator  for 
the  commitment  to  guarantee  or  the 
guarantee  of  such  obligation. 

(d)  Exhibit  D:  Map  of  affected  rail¬ 
road  market  to  show  the  location  of  the 
project,  if  appropriate. 

(e)  Exhibit  E:  (1)  Statement  showing 
miles  of  line  owned,  leased,  operated, 
and  maintained; 

(2)  Number  of  loccmiotive  units  owned 
or  leased  in  five  year  age  increments,  by 
service  type  (road,  road -switches,  and 
switch)  and  horsepower; 

(3)  Number  of  freight  cars  owned  or 
leased  In  five  year  age  increments,  by 
service  type  and  capacity;  number  and 
age  of  passenger  cars  In  service  owned 
or  lesised,  excluding  cars  used  for  com¬ 
muter  service;  and 

(4)  Top  ten  principal  commodities  car¬ 
ried  ranked  by  tons. 

(f)  Exhibit  F:  Statement  showing  to 
the  latest  available  date  but  in  any  event 
to  a  date  no  less  recent  than  the  end  of 
the  second  month  preceding  the  date  of 
filing  of  the  application; 

(1)  Maximum  number  of  miles  of  track 
imder  slow  orders  and  ratio  of  such 
track  to  total  track  miles  of  applicant 
for  each  month  of  the  last  three  years 
and  the  current  calendar  year; 

(2)  Maximum  number  of  locomotive 
units  out  of  service  during  each  month 
due  to  business  conditions,  maximum 
number  of  locomotive  units  out  of  serv¬ 
ice  during  each  month  due  to  mechani¬ 
cal  defects,  and  ratio  of  aggregate  of 
such  locomotive  units  to  total  owner¬ 
ship  monthly  for  each  of  the  last  three 
calendar  years  and  the  current  calendar 
year;  and 

(3)  Maximum  number  of  freight  cars 
out  of  service  due  to  business  conditions 
during  each  month  and  maximum  num¬ 
ber  of  freight  cars  out  of  service  due  to 


mechanical  defects  during  each  month, 
and  ratio  of  aggregate  of  such  cars  to 
total  niunber  of  freight  cars  owned  by 
applicant  monthly  for  each  of  the  last 
three  csdendar  years  and  the  current 
calendar  year. 

(g)  Exhibit  G:  Copy  of  applicant’s 
general  balance  sheet  as  of  a  date  no  less 
recent  than  the  end  of  the  second  month 
preceding  the  date  of  filing  of  the  appli¬ 
cation,  in  account  form  and  detail  as  re¬ 
quired  in  schedule  200  of  the  Conunis- 
sion’s  annual  report  R-1  or  Rr-2,  as  ap¬ 
propriate,  together  with  the  following 
schedules: 

(1)  Particulars  of  accomit  704,  loans 
and  notes  receivable,  in  form  and  detail 
as  required  in  schedule  201  of  annual  re¬ 
port  R-1  for  Class  I  railroads,  and  in 
similar  form  for  the  Class  II  railroads 
except  that  for  Class  n  railroads  items 
amounting  to  less  than  $25,000  each  may 
be  combined  into  a  single  amount; 

(2)  Particulars  of  investments  in  affili¬ 
ated  companies  and  other  investments, 
in  form  and  detail  as  required  in  sched¬ 
ules  205  and  206  of  annual  report  R-1, 
or  schedules  1001  and  1002  of  R-2,  as  ap¬ 
propriate; 

(3)  Particulars  of  balance  in  accounts 
741,  Other  Assets,  and  743,  Other  De¬ 
ferred  Charges,  in  form  and  detail  as  re¬ 
quired  in  schedule  216  of  annual  report 
R-1,  or  schedule  1703  of  R-2,  as  appro¬ 
priate; 

(4)  Particulars  of  loans  and  notes  pay¬ 
able  in  form  and  detail  required  in 
schedule  223  of  annual  report  R-1,  or 
schedule  1701  of  R-2,  as  appropriate,  as 
well  as  information  as  to  bank  loans,  in¬ 
cluding  the  name  of  the  bank,  date  and 
amoimt  of  the  original  loan,  current  bal¬ 
ance,  maturities,  rate  of  Interest,  and  se¬ 
curity,  if  any; 

(5)  Particulars  of  long-term  debt  in 
form  and  detail  required  in  schedules 
218  and  219  of  anntial  report  R-1  or 
schedules  670,  695,  901,  902,  and  1702  of 
annual  report  R-2,  as  appropriate,  to¬ 
gether  with  a  brief  statement  concerning 
each  mortgage,  pledge,  and  other  lien. 
Indicating  the  property  or  securities  en¬ 
cumbered,  the  mortgage  limit  per  mile, 
if  any,  particulars  as  to  priority,  particu¬ 
lars  as  to  after-acquired  clauses,  and 
whether  such  mortgage  is  “open-end”; 

(6)  Particulars  of  balance  in  accoimt 
784,  Other  Deferred  C?redits,  in  form  and 
detail  as  required  in  schedule  225  of  an¬ 
nual  report  R-1,  or  schedule  1704  of  an¬ 
nual  report  R-2,  as  appropriate;  and 

(7)  I^rtlculars  as  to  capital  stock  in 
form  and  detail  as  required  in  schedules 
228,  229,  and  230  of  annual  report  R-1  or 
schedule  690  in  R-2,  as  appropriate. 

(h)  Exhibit  H:  Statement  showing 
comparative  balance  sheets  as  of  De¬ 
cember  31  for  each  of  the  five  years  pre¬ 
ceding  the  year  in  which  the  application 
is  filed  in  accoimt  form  and  detail  as 
required  in  schedule  200  of  the  annual 
report  R-1  or  R-2,  as  appropriate. 

(i)  Exhibit  I:  II  applicant  is  a  corpo¬ 
ration,  coK^  of  ar83licant’s  report  to  its 
stockholders  for  each  of  the  five  years 
preceding  the  year  in  which  the  applica¬ 
tion  is  filed,  together  with  statement  of 
total  dividends  declared  and  total  divi¬ 
dends  paid  for  each  of  these  years  and 


for  the  calendar  year  to  date  and  partic¬ 
ulars  as  to  contingent  assets  and  liabil¬ 
ities  if  not  incliided  in  such  report;  if 
appUcant  is  part  of  a  holding  company, 
the  Annual  Report  filed  pursuant  to  sec¬ 
tion  13  or  15(d)  of  the  Securities  Ex¬ 
change  Act  of  1934  (P\)rm  lO-K  or  12-K) 
as  required  by  the  Securities  and  Ex¬ 
change  Commission  of  applicant  or  of  its 
pai-ent  company,  whichever  company 
files  such  Form,  for  each  of  the  five  years 
preceding  the  year  in  which  the  appli¬ 
cation  is  filed. 

(j)  Exhibit  J:  Comparative  income 
statement  for  each  of  the  twelve  months 
preceding  the  date  of  the  balance  sheet 
in  Exhibit  G,  in  account  form  similar  to 
that  ]*equired  in  column  (a)  of  schedule 
300  of  annual  report  R-1  or  R-2,  as  ap¬ 
propriate. 

(k)  Exhibit  K:  Comparative  Income 
statement  for  each  of  the  last  five  cal¬ 
endar  years  preceding  the  year  in  which 
the  application  is  filed  in  account  form 
and  detail  similar  to  that  required  in 
column  (a)  of  schedule  300  of  annual 
report  R-1  or  R-2,  as  appropriate. 

(l)  Exhibit  L:  Pro  forma  income  state¬ 
ment  showing  estimated  income  account 
for  each  of  the  months  remaining  in  the 
calendar  year  after  those  months  re¬ 
ported  in  the  Income  statement  in  Ex¬ 
hibit  J  and  for  each  quarter  of  the  four 
subsequent  years  both  before  and  after 
giving  effect  to  the  proceeds  of  the  obli¬ 
gation  for  which  a  guarantee  is  re¬ 
quested  in  account  form  and  detail  simi¬ 
lar  to  that  required  in  column  (a)  of 
schedule  300  of  annual  report  R-1  or 
R-2,  as  appropriate,  together  with  a 
statement  setting  forth  the  basis  for 
such  estimates. 

(m)  Exhibit  M:  Comparative  state¬ 
ment,  as  of  the  date  of  the  balance  sheet 
in  Exhibit  G,  of  total  expenditures  for 
maintenance  of  (1)  way  and  structures 
and  (2)  equipment  for  each  of  the  pre¬ 
ceding  twelve  months  with  the  informa¬ 
tion  separated  between  capital  and  oper¬ 
ating  expenses  in  accordance  with  the 
accounting  rules  _  of  the  Commission’s 
Uniform  System  of  Accoimts. 

(n)  Exhibit  N:  Comparative  statement 
of  total  expenditures  of  maintenance  of 

(1)  way  and  structures  and  (2)  equip¬ 
ment  for  each  of  the  five  years  preceding 
the  filing  of  the  application,  with  the 
information  separate  between  capital 
and  operating  expenses  in  accordance 
with  the  accounting  rules  of  the  Com¬ 
mission’s  Uniform  System  of  Accounts. 

(o)  Exhibit  O:  Pro  forma  comparative 
statement  of  total  expenditures  for  main¬ 
tenance  of  (1)  way  and  structures  and 

(2)  equipment  for  each  of  the  remaining 
months  of  the  calendar  year  in  which 
the  application  is  filed,  and  quarterly  for 
each  of  the  four  calendar  years  subse¬ 
quent  thereto,  with  the  information  sep¬ 
arated  between  capital  and  operating 
expenses  in  accordance  with  the  ac- 
coimting  rules  of  the  Commission’s  Uni¬ 
form  System  of  Accounts,  both  before 
and  after  giving  effect  to  the  proceeds 
of  the  obligation  for  which  a  guarantee 
is  requested  and  including  a  statement 
showing  the  basis  for  such  estimates. 

(p)  Exhibit  P:  Statement  of  changes 
in  financial  position  for  each  of  the  last 
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five  years  preceding  the  year  in  which 
the  application  is  filed,  in  form  and  de¬ 
tail  required  in  schedule  309  of  annual 
report  R-1  for  Class  I  rallrc‘*<l8  Pud  in 
similar  form  and  detail  for  Class  II  rail¬ 
roads. 

(q)  Exhibit  Q:  Statement  of  changes 
in  financial  position  for  the  twelve 
months  preceding  the  date  of  the  bal¬ 
ance  sheet  furnished  in  Exhibit  G  in 
account  form  and  detail  required  in 
schedule  309  of  annual  report  R~1  for 
Class  I  railroads,  and  in  similar  form 
and  detail  for  Class  n  railroads. 

(r)  Exhibit  R:  Pro  forma  statement 
of  changes  in  financial  position  for  the 
calendar  year  in  which  the  application 
is  filed  and  for  each  of  the  foiir  calendar 
years  following  the  filing  of  the  applica¬ 
tion,  both  before  and  after  giving  effect 
to  the  proceeds  of  the  obligation  for 
which  a  guarantee  is  requested  and  in¬ 
cluding  a  statement  showing  the  basis 
for  such  estimates,  in  accoxmt  form  and 
detail  as  required  in  schedule  309  of  the 
annual  report  R-1  for  Class  I  railroads, 
and  in  similar  form  and  detail  for  Class 
n  railroads. 

(s)  Exhibit  S:  Statement  showing  ac¬ 
tual  beginning  cash  balance,  cash  re¬ 
ceipts,  cash  disbiu-sements,  and  ending 
ca^  balance  for  each  month  of  the 
twelve-month  period  preceding  the 
month  in  which  the  application  is  filed 
together  with  a  monthly  forecast,  both 
before  and  after  giving  effect  to  the  pro¬ 
ceeds  of  the  obligation  for  which  a  guar¬ 
antee  is  sought,  for  each  remaining 
month  of  such  calendar  year  and  the 
year  subsequent  thereto. 

(t)  Exhibit  T:  If  the  proceeds  of  the 
obligation  have  been  or  will  be  used  to 
acquire  or  to  rehabilitate  and  Improve 
equipment,  a  statement  indicating  num¬ 
ber  of  imlts  and  in-service  or  out-of- 
servloe  status  and,  if  appropriate: 

(1)  For  locomotives,  service  type,  age. 
size,  horsepower,  name  of  builder,  de¬ 
scription  of  work,  and  unit  cost  of  pro¬ 
pose  work;  and 

(2)  For  freight  cars  or  intermodal 
equipment  Information  as  to  service  type 
(box,  gondola,  fiat,  etc.),  age.  cmiaclty. 
description  of  work,  and  unit  costs  of 
propo^  work. 

Such  statement  shall  show  the  total 
cost  of  the  project  and  distribution  of 
such  cost  by  primary  accounts  of  the 
Commission's  Uniform  System  of  Ac¬ 
counts  separated  where  applicable  be¬ 
tween  material  and  labor,  the  ownership 
of  all  equipment  which  is  the  subject  of 
the  project,  and  the  dates  on  which  work 
is  to  be  commenced  or  completed.  Direct 
labor  and  material  costs  and  any  appli¬ 
cable  overhead  exijenses  that  are  in¬ 
cluded  in  the  total  cost  of  the  project 
should  be  shown  separately  and  iden¬ 
tified. 

<u)  Exhibit  U:  If  the  proceeds  of  the 
obligation  have  been  or  will  be  used  to 
acquire  or  to  rehabilitate  and  improve 
facilities,  a  statement  showing,  if  ap¬ 
plicable: 

(1)  Track  class,  as  defined  by  the  Fed¬ 
eral  Railroad  Administration  Track 
Safety  Standards  in  part  213  of  this 


chapter,  at  which  each  line  being  ac¬ 
quired  or  rehabilitated  and  Improved  has 
been  generally  operating  and  tte  reasons 
therefor;  the  track  class  and  signal  re¬ 
quirements  necessary  to  provide  safe, 
essential  rail  services;  and  the  highest 
track  class  at  which  each  such  line  will 
be  desginated  when  the  proposed  proj¬ 
ect  is  completed; 

(2)  Date  work  is  proposed  to  be  com¬ 
menced  and  completed;  and 

(3)  Types  and  quantities  of  work 
items,  imlt  costs,  and  total  c<i^t  of  proj¬ 
ect  and  distribution  of  such  total  cost 
by  primary  accounts  of  the  Commission’s 
Uniform  System  of  Accounts,  separated 
where  applicable  between  material  and 
labor.  Direct  labor  and  material  costs  and 
any  applicable  overhead  expenses  that 
are  included  in  the  total  cost  of  the 
project  should  be  shown  separately  and 
identified. 

(V)  Exhibit  V:  List  and  description  of 
the  portion (s),  if  any,  or  rehabilitation 
or  Improvement  being  or  to  be  per¬ 
formed  by  outside  con  tractor  (s). 

Notx. — The  account  forms  referred  to  in 
the  exhibits  are  those  of  the  Commission’s 
Unlfmmi  System  of  Accounts  for  Railroad 
CkMnpanles  In  use  on  February  16.  1976.  How¬ 
ever,  the  Information  required  In  any  of  the 
exhibits  shall  give  effect  to  any  modification 
of  the  Commission’s  Uniform  System  of  Ac¬ 
counts  for  Railroad  Companies  In  effect  on 
the  date  of  filing  the  loan  application. 

§  260.11  Prrapplii'ali4>n  and  applii'alion 
pro«*«‘dure. 

<a)  When  a  railroad  or  any  other  per¬ 
son  has  developed  plaivs  for  a  project  for 
which  it  may  wish  to  seek  assistance 
imder  this  part,  that  railroad  or  other 
person  shall  notify  the  Associate  Admin¬ 
istrator  for  F^eral  Assistance  of  the 
Federal  Railroad  Administration  in  writ¬ 
ing  at  the  address  shown  in  paragraph 
(b)  (3)  of  this  section.  The  Associate  Ad¬ 
ministrator  will  then  schedule  a  meeting 
at  which  representaives  of  the  railroad 
or  other  person  will  discuss  with  repre¬ 
sentatives  of  the  Federal  Railroad  Ad¬ 
ministration  the  prcHXMsed  project,  Infor- 
matloii  which  must  be  submitted  in  the 
application,  and  the  type  of  terms  and 
conditions  and  financing  documents  that 
vdll  be  utilized  in  connection  with  finan¬ 
cial  assistance  provided  under  section 
511. 

(b)  The  following  procedure  shall  gov¬ 
ern  the  execution  and  fiUng  of  the  ap¬ 
plication: 

(1)  The  original  application  shall  bear 
the  date  of  execution,  be  signed  with 
ink  by  or  on  behalf  of  the  applicant,  and 
shall  bear  the  corporate  seal  in  the  case 
of  an  applicant  which  is  a  corporation. 
Execution  shall  be  by  all  partners  if  a 
partnership,  nniess  satisfactory  evidence 
is  furnished  of  the  authority  of  a  partner 
to  bind  the  partnership,  or  if  a  corpora¬ 
tion,  an  association  or  other  similar  form 
of  organization,  by  its  president  or  other 
executive  ofBco:  having  knowledge  of  the 
matters  therein  set  forth.  Persons  sign¬ 
ing  the  application  on  behalf  of  the  ap¬ 
plicant  shall  also  sign  a  certificate  in 
form  as  follows: 


- certifies  that  be 

(Name  of  official) 

is  the  _  of  the 

(’Title  of  official) 

- ;  that  he  Is  autbor- 

(Name  of  applicant) 

Ized  on  the  part  of  the  applicant  to  sign 
and  file  with  the  Administrator  this  applica¬ 
tion  and  exhibits  attached  thereto;  that  the 
consent  of  all  parties  whose  consent  Is  re¬ 
quired,  by  law  or  by  binding  commitment  of 
the  applicant,  in  order  to  make  this  applica¬ 
tion  and  accept  the  requested  guarantee  or 
guarantee  commitment  has  been  given;  that 
he  has  carefully  examined  all  of  the  state¬ 
ments  contained  In  such  application  and 
the  exhibits  attached  thereto  and  made  a 
part  thereof  relating  to  the  aforesaid 

- ;  that  he  has 

(Name  of  applicant) 

knowledge  of  the  matters  set  forth  therein 
and  that  all  such  statements  made  and  mat¬ 
ters  set  forth  therein  are  true  and  correct  to 
the  best  of  bis  knowledge,  Information,  and 
belief. 


(Name  of  official ) 


(Date) 

(2)  There  shall  be  made  a  part  of  the 
original  application  the  following  certifi¬ 
cate  by  the  Chief  Financial  Officer  or 
equivalent  officer  of  the  applicant; 

- certifies  that  he 

( Name  of  officer) 

l.s - of _ 

(Title  of  officer) 

- ;  that  he  has  supervision  over 

(Name  of  railroad  applicant) 

the  books  of  account  and  other  financial  rec¬ 
ords  of  the  affected  railroad  and  has  control 
over  the  manner  in  which  they  are  kept; 
that  such  accounts  are  maintained  In  good 
faith  in  accordance  with  the  effective  ac¬ 
counting  and  other  orders  of  the  Interstate 
Commerce  Commission;  that  such  aecoimts 
are  adequate  to  assure  that  proceeds  from 
the  financing  being  undertaken  are  used 
solely  and  specifically  for  the  ptirposes  au¬ 
thorized;  that  he  has  examined  the  financial 
statements  and  supporting  schedules  In¬ 
cluded  in  this  application  and  to  the  best  of 
his  knowledge  and  belief  those  statements  ac¬ 
curately  reflect  the  accounts  as  stated  in  the 
books  of  account;  and  that,  other  than  the 
'matters  set  forth  in  the  exceptions  attached 
to  such  statements,  those  financial  state¬ 
ments  and  supporting  schedules  represent  a 
true  and  complete  statement  of  the  financial 
position  of  the  applicant  and  that  there  are 
no  undisclosed  assets,  liabilities,  commit¬ 
ments  to  purchase  property  or  securities, 
other  commitments,  litigation  in  the  courts, 
contingent  rental  agreements,  or  other 
contingent  transactions  which  might  mate¬ 
rially  affect  the  financial  position  of  the  ap¬ 
plicant. 


(Name  of  official ) 


(Date) 

(3)  The  original  application  and  sup¬ 
porting  papers,  and  ten  copies  thereof  for 
the  use  of  the  Administrator,  shall  be 
filed  with  the  Associate  Administrator 
for  Federal  Assistance  of  the  Federal 
Railroad  Administration,  400  Seventh 
Street  SW.,  Washington,  D.C.  20590. 
Each  copy  shall  bear  the  dates  and  sig¬ 
natures  that  appear  in  the  original  and 
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shall  be  complete  in  Itself,  but  the  sig¬ 
natures  in  the  copies  may  be  stamped 
or  typted. 

§260.13  (>cnoral  iasiruclions. 

(a)  After  a  complete  application  and 
supporting  exhibits  have  been  filed  with 
the  Administrator,  together  with  any 
other  information  the  Administrator 
may  request,  the  Administrator  will: 

( 1 )  Place  a  notice  of  the  filing  of  such 
application  in  the  Federal  Register  and 
afford  Interested  persons  an  opportunity 
to  submit  comments  on  such  application; 
aiid 

t2)  Make  a  determination  of  the  value 
of  the  facilities  or  equipment  to  be  fi¬ 
nanced  by  the  obligation,  as  required  by 
section  511(c)  of  the  Act. 

(b)  The  Administrator  will  charge  an 
applicant  for  expenses  incurred  in  in¬ 
vestigating  an  application,  including  ap¬ 
praisal  of  equipment  or  facilities  to  be 
secured  and  making  the  necessary  deter¬ 
minations  and  findings.  Such  charges 
will  be  assessed  and  collected  as  ex¬ 
penses  are  incurred  during  the  period  in* 
which  the  application  is  being  reviewed. 

(c>  If  the  Administrator  determines 
that  an  application  is  eligible  for  a  guar¬ 
antee  or  guarantee  commitment,  the 
following  documents  must  be  deposited 
with  the  Administrator  before  the  trans¬ 
action  is  closed: 

(1)  Certified  copies  of  resolutions  of 
the  directors,  and  where  necessary,  of  the 
executive  committee  of  the  appUcant, 
and  of  the  stockholders,  and  certified 
copies  of  the  minutes  of  the  meetings  at 
which  those  resolutions  were  adopted, 
authorizing  the  obligation,  in  conformity 
with  such  terms  as  may  be  prescribed  by 
the  Administrator,  and  authorizing  the 
designated  officers  to  receive,  and  give  a 
receipt  for,  the  proceeds  from  the  obliga¬ 
tion  and  to  enter  into  the  agreement  for 
guarantee  of  the  obligation; 

(2)  Certified  statement  that  appli¬ 
cant  will  comply  with  the  maintenance 
of  facilities  standards  set  forth  in  sub- 
part  B  of  this  part. 

(3)  Certified  statement  by  the  appli¬ 
cant  that,  if  a  guarantee  or  commitment 
to  guarantee  an  obligation  is  approved, 
granted  or  extended,  as  long  as  any  prin¬ 
cipal  or  Interest  is  owing  on  such  obli¬ 
gation: 

(A)  There  will  be  no  Increase  in  dis¬ 
cretionary  dividend  payments  by  the 
applicant  over  the  average  ratio  which 
such  payments  bore  to  the  earnings  of 
the  applicant  for  the  applicable  fiscal  pe¬ 
riod  during  the  five  years  preceding  such 
proposed  increase,  without  prior  written 
approval  of  the  Adminisrator; 

(B)  The  applicant  will  not  use  assets 
or  revenues  (other  than  cash)  related  to 
or  derived  from  railroad  operations  in 
non-railroad  enterprises,  without  prior 
written  approval  from  the  Administra¬ 
tor;  and 

(C)  The  applicant  will  take  all  reason¬ 
able  and  practicable  steps  possible,  in 
accordance  with  such  guidelines  as  may 
be  established  by  the  Administrator  in 
the  giiarantee  agreement,  to  improve  the 
equitable  distribution  and  efficient  ai»d 


expeditious  use  of  all  equipment  and  fa¬ 
cilities  in  order  to  improve  rail  service; 

(4)  Certified  statement  signed  by  the 
applicant  and  representatives  of  appli¬ 
cant’s  employees  that  the  provisions  of 
section  516  of  the  Act  with  respect  to 
employee  protection  have  been  met; 
and 

(5)  Certified  copy  of  the  mostjrecent 
detailed  report  by  applicant’s  public  ac¬ 
counting  firm. 

(d)  If  a  gruarantee  or  commitment  to 
guarantee  is  extended,  the  Administra¬ 
tor  will  enter  into  an  agreement  with  the 
applicant.  'That  agreement  shall  contain 
the  terms  and  conditions  the  Admlnis- 
tiTitor  deems  appropriate  to  carry  out 
the  purposes  of  section  511  and  to  secure 
adequately  the  interests  of  the  United 
States,  including  a  maintenance  sched¬ 
ule  for  the  equipment  or  facilities  fi¬ 
nanced  by  the  guaranteed  obligation. 
The  agreement  will  require  that  the  pro¬ 
ceeds  of  the  obligation  be  placed  in  and 
disbursed  from  an  account  separate  from 
other  funds  of  the  recipient.  The  Admin¬ 
istrator  will  also  assess  and  collect  from 
the  obligor  an  annual  premium  charge 
which  will  not  exceed  one  percent  of  the 
principal  balance  outstanding  at  the 
time  the  payment  is  due.  Such  charge 
will  be  payable  when  the  guarantee  is 
made  and  annually  thereafter. 

§  260.15  Record,  audit,  and  examina¬ 
tion. 

(a)  Each  recipient  of  financial  assist¬ 
ance  under  this  part,  whether  in  the  form 
of  guarantee  of  obligations,  contracts, 
subcontracts,  or  other  arrangements, 
shall  keep  such  records  as  the  Admin¬ 
istrator  and  the  Comptroller  General 
shall  prescribe,  including  records  which 
fully  disclose  the  amount  and  disposition 
by  such  recipient  of  the  proceeds  of  such 
assistance,  the  total  cost  of  the  project 
in  connection  with  which  such  assist¬ 
ance  was  given  or  used,  the  amount  of 
that  portion  of  the  cost  of  the  project 
supplied  by  other  sources,  and  such  other 
records  as  will  facilitate  an  effective 
audit. 

(b)  'The  Administrator  and  the  Comp¬ 
troller  General  of  the  United  States,  or 
any  of  their  duly  authorized  representa¬ 
tives  shall  have  access  for  the  purpose  of 
audit  and  examination  to  any  accounts, 
books,  documents,  papers,  reports,  files 
and  records  of  such  receipts  which  in  the 
opinion  of  the  Administrator  or  the 
Comptroler  General  may  be  related  or 
pertinent  to  the  guarantee  of  the  obli¬ 
gation,  or  to  contracts,  or  other  arrange¬ 
ments  referred  to  in  this  part.  Represent¬ 
atives  of  the  Administrator  or  the  Comp¬ 
troller  General  shall  be  afforded  full  fa¬ 
cilities  for  verifying  the  transactions 
with  the  balances  or  securities  held  by 
depositories,  fiscal  agents,  and  custo¬ 
dians.  All  such  property  of  such  person 
or  entity  shall,  to  the  extent  practicable, 
remain  in  the  possession  and  custody  of 
such  person  or  entity. 

§  260.17  Informatiiin  reques*!**. 

If  an  applicant  desires  that  any  infor¬ 
mation  submitted  in  an  application  or 
supplement  thereto  not  be  released  by 
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the  Administrator  upon  request  from  a 
member  df  the  public,  the  applicant  must 
so  state  and  must  set  forth  any  reasons 
why  such  Information  should  not  be  re¬ 
leased.  including  particulars  as  to  any 
competitive  harm  which  would  probably 
result  from  release  of  such  information. 

The  Administrator  will  l^eep  such  infor¬ 
mation  confidential  as  permitted  by 
law. 

§  2(>0. 19  Waivers  and  mudificatiun^. 

'The  Administrator  may,  upon  good 
pause  shown,  waive  or  modify  any  re¬ 
quirement  of  this  part  not  required  by  ^ 
law  or  make  any  additional  require-  .  , 
ments  he  deems  necessary.  „ 

Subpart  B — Standards  for  Maintenance  of 

Facilities  by  Recipients  of  Obligation 

Guarantees 

§  260.2 1  .Applicability. 

This  subpart  prescribes  standaids 
governing  the  maintenance  of  facilities, 
as  defined  in  Subpart  A  of  this  part,  tha^^- 
are  bemg  acquired  or  rehabilitate^  or 
improved  with  the  proceeds  of  an  obliga¬ 
tion  guaranteed,  by  the  recipient  of  such 
guarantee  for  the  period  during  which 
any  portion  of  the  principal  or  Interest 
of  such  obligation  remains  unpaid. 

§  260.23  Definitions. 

The  terms  defined  in  subpart  A  of  this 
part  shall  have  the  same  meaning  that 
such  terms  are  given  in  jl  260.3  for  the 
purposes  of  this  subpart. 

§  260.25  Standards. 

(a)  When  the  proceeds  of  an  obliga¬ 
tion  Guaranteed  by  the  Administrator  are 
used  to  acquire  or  to  rehabilitate  and  im¬ 
prove  track,  roadbed,  and  related  struc¬ 
tures,  the  guarantee  recipient  shall,  as 
long  as  any  portion  of  the  principal  or 
interest  of  such  obligation  remains  im- 
pald,  maintain  such  facilities  in  at  least 
the  highest  track  Class,  as  defined  by 
Federal  Railroad  Administration  Track 
Safety  Standards  in  Part  213  of  this 
chapter,  as  that  Class  in  which  the  re¬ 
habilitated  or  improved  track  is  desig¬ 
nated  upon  completion  of  the  project  for 
which  the  obligation  was  guaranteed  un¬ 
less  a  waiver  is  Gh^anted  in  accordance 
with  §  260.29  of  this  subpaTt. 

(b)  When  the  proceeds  of  an  obliga¬ 

tion  guaranteed  by  the  Administrator  are 
used  in  facilities,  including  those  men¬ 
tioned  in  paragraph  (a)  of  this  section 
the  recipient  shall,  during  the  period  in 
which  any  portion  of  the  principal  or 
interest  in  such  obligation  remains  im- 
paid,  maintain  such  facilities  in  a  man¬ 
ner  consistent  with  sound  engineering 
and  maintenance  practices  and  in  a  con¬ 
dition  that  will  permit  the  level  of  use 
that  existed  upon  completion  of  the  ac¬ 
quisition  or  rehabilitation  and  improve¬ 
ment  of  such  facilities  unless  a  waiver  is 
granted  in  accordance  with  §  260.2  of  thus 
subpart,  ^ 

§  260.27  Inspt^ction. 

(a)  The  facilities  subject  to  the  pro¬ 
visions  of  this  subpart  shall  be  inspected 
at  such  regular  intervals  as  the  Admin¬ 
istrator  deems  necessary  to  assure  conj- 
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pliance  with  the  standards  set  forth  in 
S  260^25  of  this  subpart.  Each  recipient 
ghRii  permit  representatives  of  the  Fed¬ 
eral  Hailroad  Administration  to  enter 
upon  its  property  to  inspect  and  examine 
such  facilities  at  reasonable  times  and  in 
a  reasonable  manner.  Such  representa¬ 
tives  shall  be  permitted  to  use  such  test¬ 
ing  devices  as  the  Administrator  deems 
necessary  to  insure  that  the  maintenance 
standards  imposed  by  this  subpart  are 
being  followed. 

(b)  Each  recipient  shall  submit  to  the 
Administrator  annually  financial  records 
and  other  documents  detailing  the  main¬ 
tenance  performed  and  the  inspections 
conducted  which  demonstrate  ^at'the 
recipient  has  complied  with  the  stand¬ 
ards  in  I  260.25  of  this  subpart. 
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§  260.29  Waiver.  ' 

Any  recipient  of  a  guarantee  may  pe¬ 
tition  the  Administrator  in  writing  for 
relief  from  any  or  all  requirements  im¬ 
posed  by  this  subpart.  The  Administrator 
may,  for  good  cause  shown,  waive  or 
mo^y  any  requirements  of  this  part. 
Good  cause  may  include,  but  is  not  lim¬ 
ited  to.  insufficient  capital  resources  of 
the  recipient  to  comply  with  these  main¬ 
tenance  standards  or  changes  in  the  level 
granted  in  accordance  with  {  260.29  of 
this  subpart. 

§  260.31  liupavl  on  otlicr  law». 

Sandards  issued  under  this  subpart 
Shan  not  be  construed  to  relieve  the  re¬ 
cipient  of  any  obligation  to  comply  with 


j 


any  other  Federal.  State,  or  local  law  or 
regulations. 

§  260.33  Penalties. 

If  the  Administrator  finds  that  a 
guarantee  recipient  has  violated  the  re¬ 
quirements  of  this  subpart,  such  recipi¬ 
ent  -will  be  subject  to  civil  action  for 
injunction  to  cease  activities  which  vio¬ 
late  this  subpart  and  for  any  other  ap¬ 
propriate  civil  or  criminal  relief,  includ¬ 
ing  termination,  suspension,  and  puni¬ 
tive  damages. 

Dated :  May  26. 1976. 

Asaph  H.  Hall, 

,  Administrator,  Federal 

I  Railroad  Administration. 

I  PR  Doc.76-15877  FUed  ^28-76;8:45  am) 


KOEtAL  REGUTEI,  VOL  41.  Na  106— TUESDAY.  JUNE  1,  1976 


Just  Released 


CODE  OF  FEDERAL  REGULATIONS  . 

(Revised  as  of  April  1,  1976) 


Title  21 — Food  and  Drugs  (Parts  600-1299) _ $2.  75 

Title  26 — Internal  Revenue  (Parts  300-499) _  3.  60 


[A  Cumulative  checklist  of  CFR  issuances  for  1976  appears  in  the  first  issue 
of  the  Federal  Register  each  month  under  Title  2J 


Order  from  Superintendent  'of  Documents, 
United  States  Government  Printing  Office, 
Washington,  D.C.  20402 


